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INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 


TUESDAY, MARCH 18, 1952 


Unirep Srates SENATE, 
PREPAREDNESS SUBCOMMITTEE OF THE 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The committee met, pursuant to notice, at 10:30 a. m., in room 212, 
Senate Office Building, Washington D. C., Senator Lydon B. 
Johnson, presiding. 

Present: Senators Johnson (Texas), presiding, and Stennis. 

Also present: Downey Rice, special counsel, and George H. Martin, 
staff consultant. 

Senator JoHnson. The committee will please come to order. 

We are resuming hearings today on the construction of air bases 
in north Africa. We have a lengthy list of witnesses and I do not 
want to take up too much of the committee’s time in this opening 
statement. But for the benefit of those who are unfamiliar with the 
history of this investigation, I think it would be well to recapitulate 
briefly the events that have led to this session. 

The Preparedness Committee first became interested in the con- 
struction of these bases late last summer. We received a number of 
complaints alleging wasteful practices and mismanagement. Some of 
those complaints were received by mail and others came to us per- 
sonally from men who had actually toured the construction sites. 

Therefore, the committee instructed the special counsel, Mr. Downey 
Rice, to make a thorough investigation of this whole matter. 

Mr. Rice and his assistants spent many weeks going over facts and 
figures made available by the Corps of Engineers and by the Air Force. 

The committee held its first hearing in “New York C ity on January 
11 and 12. Those two sessions were devoted primarily to what ap- 
yeared to be wasteful practices in employing construction workers. 
Ve were particularly interested in the exceptionally high turn-over 

rate. The statistics that were presented to us in New York showed 

that one out of every four men hired in the United States for work in 
French Morocco returned to this country before completing their con- . 
tracts. 

The New York hearing opened up the question of construction 
failures in the north African bases. We were told that there had been 
several mishaps which necessitated the redoing of some work already 
done and which might bring about a need for extensive repair work. 
Therefore, Maj. Gen. G. J. Nold, Deputy Chief of the Corps of Engi- 
neers, was recalled for a hearing in-Washington on F ae ary 1. He 
discussed a number of matters with the committee very briefly and 
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also informed us that his superior, Lt. Gen. Lewis A. Pick was then 
in Africa inspecting the bases. 

On February 21 both General Pick and Edwin V. Huggins, Assist- 
ant Secretary of the Air Force, testified before the committee in open 
session. Again, there was an extended and somewhat technical dis- 
cussion of the construction work that had been done and the work that 
was planned for the future. 

In the course of that discussion, it developed that a number of 
surveys of these bases had been made by experts. Some of them were 
representatives of the Air Force and Engineers and others were em- 
ployed on a consultant basis. The hearings that we are starting 
here today have been called to discuss the reports that have been writ- 
ten by these men. The reports themselves have been studied carefully 
by our staff and a number of questions have been raised which we 
hope to get answered. 

The first witness is Mr. James Wise, who is a special assistant to 
the Air Inspector General. I understand that Mr. Wise is a regis- 
tered engineer and that his primary duty consists of reviewing and 
inspecting air base construction all over the world. I have also been 
informed that Mr. Wise went over these north African bases last 
December and that his trip resulted in a report which has been re- 
ferred to frequently in the course of these hearings. 

Mr. Rice, will you call Mr. Wise to the witness stand? 

Mr. Rice. Mr. Wise, will you please take the stand. 

Senator Jonnson. Mr. Wise, it has been the policy of the commit- 
tee to swear all witness. 

Raise your right hand, please. 

Do you solemnly swear that the testimony you are about to give 
before this subcommittee of the Committee on Armed Services of the 
Senate of the United States will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Wise. I do. 

Senator JoHnson. Thank you, Mr. Wise. 

Senator Stennis. Mr. Chairman, I want to call your attention to a 
ruling of the court that says that the record shall show who swears the 
witness. 

May Iaskthis: Mr. Wise represents the Inspector General ? 

Senator Jounson. Special assistant to the Air Inspector General. 

Mr. Wise. Yes, sir. 

Senator Stennis. He is not connected with the military? He is not 
of the military ? 

Senator Jounson. He is not in uniform. 

Mr. Wise. I ama civilian with the Inspector General. 

Senator Jounson. With the Air Inspector General. Counsel, you 
may proceed with your questioning. 


TESTIMONY OF JAMES WISE, SPECIAL ASSISTANT TO THE 
AIR INSPECTOR GENERAL 


Mr. Rice. Will you state your name for the record, please. 
Mr. Wise. James Wise. 

Mr. Rice. W-i-s-e? 

Mr. Wise. W-i-s-e. 
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Mr. Rice. And your official position ? 

Mr. Wise. My official position is special assistant to the Inspector 
General, United States Air Force 

Mr. Rice. Tell usa little bit about your background, Mr. Wise, what 
your experience has been in engineering and so forth. 

Mr. Wise. I have had 17 years of professional engineering experi- 
ence, full-time operation, and 12 years of that was with the military 
construction forces. 

Mr. Rice. Under whom was that 12 years? 

Mr. Wise. It was under the Army engineers. 

Mr. Rice. Army engineers? 

Mr. Wise. Yes, sir. 

Mr. Rice. What years? 

Mr. Wiser. From 1940 to the present time. I was with the Army 
engineers from 1940 to 1948. At that time I was transferred to the 
Air Force and have been with the Air Force since that time. 

Mr. Rice. Are you a registered engineer ¢ 

Mr. Wise. I have applied for registration with the District of 
Columbia, application 1391, and I expect to receive notification this 
month. It has been confirmed verbally. 

Mr. Rice. Now, then, in connection with your work as a special 
assistant, what are your duties ? 

Mr. Wise. My primary function is installation of construction 
engineering for the Inspector General; to go out and ferret out any 
particular v weaknesses that we may have in the Air Force; to review 
and evaluate construction programs, phasing it in with long- range 
strategic planning. 

Mr. Rice. So that it is your job then to review air bases all around 
the world? 

Mr. Wise. Yes, sir; that is correct. 

Mr. Rice. And to see that they meet the standards? 

Mr. Wiser. Yes. 

Mr. Rice. And if you can, to make any recommendations on them 
for improvements? 

Mr. Wise. My primary function, which I have done ever since I 
have been with the Air Force in 1948, was to go out and evaluate and 
review military bases world-wide, to look them over and evaluate any 
additional work that might be required; to make cost estimates on 
future construction programs; to check into the construction to see 
how it is being accomplished and whether or not we are building the 
right facilities at the right locations. 

Mr. Rice. I see. Now coming down to about October 1951, did you 
get an assignment to go to north Africa? 

Mr. Wise. Yes, sir. 

Mr. Rice. How did that come about ? 

Mr. Wiser. I believe in November—I was at a conference in New 
York, an installations conference, and I received a telephone call from 
Washington stating that I should return to Washington instead of 
going out to the west coast; that there were plans for me to accom- 
pany the Army Inspector General to French Morocco to review the 
construction program and the air bases. 

Mr. Rice. Did you have the impression that there was some difli- 
culty there that necessitated your canceling your other plans, or what 
was the reason ? 
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Mr. Wise. There had been some controversy about it and we had 
a few people—a few people had been over there and they just men- 
tioned they thought we should actually make a review and study of 
the construction program. 

Mr. Rice. There was a situation developing there that needed 
looking into? 

Mr. Wise. Yes, sir. The Inspector General is charged with the 
responsibility to try to prevent difficulties. 

In other words, if we can find them before they actually develop 
we make recommendations to make corrections and improvements 
and save on funds, and what not. 

Mr. Rice. You went over there, you say, with a representative of 
the Inspector General? You distinguish the Inspector General of 
the Air Force from the Inspector General of the Army ¢ 

Mr. Wise. Yes. 

Mr. Rice. This was a representative of the Inspector General of 
the Army ? 

Mr. Wise. The Inspector General of the Army called the Inspector 
General of the Air Force and requested that I accompany his repre- 
sentative to French Morocco. The reason for that was that the In- 
spector General of the Army does not have technical engineers on 
their staff. Also in view of the fact that the bases being constructed 
were Air Forces Bases, they felt the dual inspection system of the 
Army and the Air Force would be 

Senator Jounson. To your knowledge had the Secretary of Air 
visited these bases prior to your visits? 

Mr. Wiser. ‘The Secretary of the Air Force—I know Mr. MeCone, 
the Under Secretary had been there before. 1 am not sure whether 
Mr. Finletter had been. 

Senator Jounson. Prior to your going did you have the benefit of 
any observations from either Mr. Finletter or Mr. MeCone? 

Mr. Wise. No, sir. What we really do is to actually go over and 
look the entire situation over and also check into any records. 

Senator Jounson. Tam not asking you what you do. I am asking 
you whether, before you went over there you had any notation, observa- 
tion, or memorandum of any kind from either of the Secretaries 
concerning their observations? 

Mr. Wisr. No, sir, I did not. 

Mr. Rice. What was the name of the man from the Inspector Gen- 
eral of the Army ¢ 

Mr. Wise. Col. Charles Ivins. 

Mr. Rice. Now then you traveled as companions ¢ 

Mr. Wise. Yes, sir. 

Mr. Rice. Where you found technical information of interest to 
him you afforded that to him and where he found administrative in 
formation of interest to you he apprised you of that, is that correct ¢ 

Mr. Wiser. Yes. We worked as a team. 

Mr. Rice. Now then normally when you get to.a job site of this sort 
would you, as a representative of the Air Force, have access to the 
records of the contractor or the district engineer / 

Mr. Wise. Yes, sir, } would have access. 

Mr. Rice. Was that facilitated by havi ing the representative of the 
Inspector General of the Army with you? 
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Mr. Wise. It was preferable because this was a job of the Office of 
the Chief of Engineers. The district engineer is an Army man and 
with the Army Inspec tor General along he would be able to go into an 
Army Office and check into the files whereas the only way I would be 
able to do it is if they wanted to let me see it. 

Mr. Rice. If they wanted to? 

Mr. Wiser. Yes, the Army Inspector General could demand them 
but I could not from the Army. 

Mr. Rice. In any event you had ready access to anything you 
wanted to see while you were there ? 

Mr. Wise. Yes. 

Mr. Rice. What were the dates of your trip ¢ 

Mr. Wise. I left the States on the 3d of December and arrived in 
French Morocco I believe on the 8th. I was in French Morocco 
from the 8th until the 19th of December 1951. That entire time was 
spent on the air field construction program. 

Mr. Rice. Now during that time you visited what sites? 

Mr. Wiser. I visited Nouasseur, Sidi Slimane, Benguerir. 

Mr. Rice. I wonder if it would help at this point if you would 
refer to the map and explain to the chairman and Senator Stennis 
the general set-up of where the bases are? 

Mr. Wisr. The headquarters is at Casa Blanca. 

Mr. Rice. That is the headquarters of what ? 

Mr. Wise. That is the he: adqui irters of the district engineer 

Mr. Rice. And the Atlas Construction Co. ¢ 

Mr. Wise. Yes, and also PUSOM, the architect engineers. We have 
a base at Nouasseur, which is this particular location and at Ben- 
guerir and the third location is El Djema Sahim and Boulhaut. The 
Air Force headquarters is at Rabat. 

Mr. Rice. Sidi Slimane is right at the top. Now of those bases that 
you mentioned, the ones where the most substantial amount of work 
had been done are what, Sidi Slimane and Nouasseur ? 

Mr. Wise. That is correct. 

Mr. Rice. And the rest are—— 

Mr. Wise. Benguerir was the third one in order, that is correct. 

Mr. Rice. When you got to the jobs, briefly what did you do to con- 
duct your inspection? What did vou look at, and whom did you talk 
to? 

Mr. Wise. I was primarily interested in engineering construction 
and my first job was to discuss with the construction engineers 
their program. I also talked with Jan Porell of the PUSOM engi- 
neers. PUSOM is Porter-Urquhart, Skidmore, Owings, and Merrill. 

Mr. Rice. They are designers ¢ 

Mr. Wisk. Yes. The name PUSOM was derived from the first ini- 
tial of the 5 architect engineers. I talked with PUSOM personnel 
and then I went out to the sites and talked with the engineers, the 
inspectors—again it was the architect-engineer, inspectors and the dis: 
trict engineer’s people at the site, and then of course from general 
observation. 

Mr. Rice. Did you meet any old friends there / 

Mr. Wisr. Yes, I met several people that had worked for me in pre- 
vious years, worked also for the district engineer and the architeet- 
engineers. They had served as engineers for me on previous contracts 
in Alaska 10 vears ago. 8 and 10 years ago. 
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Mr. Rice. So that you felt you had touched enough points and bases 
and people that you were able to make a good report ? 

Mr. Wise. Yes, sir. In other words, what I did do was actual ob- 
servation, checking into engineering construction records, talking with 
the key architect engineer people, and then also discussing some of the 
problems with personal friends of mine who were working for archi- 
tect-engineers and district engineers; on the basis of all those points I 
was able to prepare a complete report. 

Mr. Rice. I take it from that that either then or upon your return 
you prepared a report of your findings and recommendations ? 

Mr. Wise. Yes, sir. Immediately upon my return I prepared a 
memorandum to the Inspector General of the Air Force. 

Mr. Rice. Do you have a copy of that with you? 

Mr. Wiser. Yes, sir I do. 

Mr. Rice. Do you know to whom copies of that report were fur- 
nished? Do you know whether it was sent to the Corps of Engineers? 

Mr. Wise. I understand that the Chief of Engineers did receive a 
copy of the report. 

Mr. Rice. I have a copy here marked “Confidential.””> When Gen- 
eral Pick and General Nold were here we discussed the problems of 
security and it was indicated that if any sensitive matter was touched 
upon they would tell us and we would hear them in executive session. 
1 think the same would apply to you. You know what you should 
say and what ‘you should not say. So, if you get on any questionable 
ground, just let us know. 

Mr. Wisp. Yes, sir. 

Mr. Rice. Surely. We will stay away from it. 

I want to refer you to page 2, paragraph 4 of your report there. 

Directing your attention to the part that starts “Generally, the 
work performed by Atlas,” I want to have you read that. 

Mr. Wise. Do you want paragraph 4 read ? 

Mr. Ricr. Yes. 

Senator Jonunson. Is this in the memorandum you filed with the 
Inspector General ? 

Mr. Wise. Yes, sir. 

Senator Jonnson. The date of that memorandum is what? 

Mr. Wiser. January 2, 1952. Subject “Inspection of Air Field 
Construction Program, East Atlantic District French Morocco. 

Senator Jonnson. You filed this report with the Inspector Gen- 
eral and a copy of it was sent to the Chief of the Corps of Engineers ? 

Mr. Wiser. A memorandum was sent to General Craig. I did not 
have any advance distribution of the report. My report was to the 
Inspector General of the United States Air Force. His office pre- 
pared distribution copies to interested personnel. 

Senator Jonnson. Your testimony is that one copy was sent to the 
Corps of Engineers. 

Mr. Wise. I presume so. 

Senator JoHnson. You do not know? 

Mr. Wiser. I understand that the Chief of Engineers did receive a 
copy of this report. I did not hand-carry it over or send it over. 
That is why I answer the question that way. I understand that he 
received one copy of it. 

Mr. Rice. Before you go on with the reading of the report, you 
mentioned General Craig. Will you identify General Craig? 


ve Mentha BOSS 
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Mr. Wise. Lieutenant General Craig is my boss. He is Inspector 
General of the United States Air Force. 

Mr. Rice. You distinguished him from another General Craig? 

Mr. Wise. There is also a Major General Craig who is the Inspector 
General of the United States Army. 

Mr. Rice. There was a little interesting by-play there when Gen- 
eral Craig asked somebody else to send you over. What was that? 

Mr. Wiser. I am not quite familiar with that. 

Mr. Rice. Didn’t General Craig ask General Craig to send you? 

Mr. Wise. Yes, General Craig of the Army asked General Craig 
of the Air Force to direct me to go to French Morocco on the pro- 

am. ' 

Mr. Rice. Now, sir, going back to page 2, paragraph 4 of your re- 
port, I wonder if you would read that, please. 

Mr. Wise (reading) : 

Generally the work performed by the Atlas Contractors on the runway facili- 
ties located in Nouasseur and Sidi Slimane has been constructed far below con- 
ventional standards and costs have been high. Engineering standards and speci- 
fications have been flagrantly disregarded and good workmanship has been 
sacrificed for speed and high production capacity. The establishment of July 
14 Bastille Day as the completion date for the crash program has cost the Air 
Force considerable additional funds. The two air fields will require many hours 
of additional compacting to correct the deficiencies and it is not unlikely that 
additional failures of subgrades in pavements will occur. 

Mr. Rice. All right, sir. In effect then you say that the specifica- 
tions have been disregarded. That is your statement there? 

Mr. Wiser. Yes, sir. 

Mr. Rice. And you expect that additional failures will occur in 
the pavement. So that there have been some failures there of the 
pavement ¢ 

Mr. Wiser. Yes, sir; there have been failures of the subgrade and 
there have been some failures of the pavement. 

Mr. Rice. Now we are getting a little technical here with subgrade 
and pavement. I am wondering if, for the benefit of the chairman, 
you would be good enough to go over to the blackboard and just show 
us a cross section of the subbase and the binder layer. 

Senator Srennis. Could not counsel ask him to specify wherein 
these specifications were not complied with? 

Mr. Rice. I will do that. 

Mr. Wise. This is the surface pavement placed in two layers. 

Mr. Rice. That is asphalt? 

Mr. Wisz. Yes. 

Mr. Rice. Both layers of asphalt? 

Mr. Wise. That is right. The lower course of asphalt is the binder 
layer. 

Then this is a layer of fresh gravel, possibly 6 inches. This is com- 
pacted backfill of select material taken from a pit not supposed to 
contain deleterious material—silt clays or anything that would be 
improper for bearing-value material. 

This is the natural terrain which may be silty or poor soil. 

Senator Jounson. Let’s move that blackboard up, Mr. Wise. I 
am having difficulty hearing you. ; 

Mr. Wise. May [I start over again, Senator? 

Senator Jounson. Yes. 
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Mr. Wiser. This is the original gr <r and it is general practice, to 
construct a good airfield base, to excavate possibly down to 20 or 30 
inches. We will call this 20 inches. The reason for that is to get rid 
of all deleterious material, silt, sand, and so forth. That is excavated 
down to a certain level. 

And then for a distance of 16, 18, or 20 inches—whatever engineer- 
ing design is called for—they put an excellent compacted backfill of 
clean pervious material with no silts, no excessive moisture, no twigs, 
and so on. 

On top of that they then apply crushed gravel. It may be 6 inches 
thick; it may be 8 inches thick, again depending on specifications for 
the wheel- load bearing value. 

After that is applied then you do have two layers of asphalt ma- 
terial. Between the two layers of asphalt materi: al you generally have 
a prime coat or a tack coat so-called. It is an asphalt membrane to 
keep the moisture above the ground from percolating on through into 
these materials. 

Senator JouNnson. Who is responsible for preparing the standards 
and specifications of this particular job you are speaking of ? 

Mr. Wise. The Chief of Engineers establishes the specifications. 

Chapter 20 of the Engineers Manual outlines rigid specifications 
for certain type bearing values for fighter aircraft planes, medium 
bombers, or very heavy bombers. They have various specifications. 
They prepare those and transmit them to the architect-engineer and 
the architect-engineer’s phase of the program is to find out how far 
down—this is the questionable zone—he should excavate to suitable 
ground. In other words, the bearing value on top of this finished 
asphalt generally depends on how much subgrade you might put 
in there. 

Senator Jonnson. That responsibility, then, once the Chief of En- 
gineers gives him the standards and specifications, is upon the archi- 
tect-engineer to determine how they shall be arrived at / 

Mr. Wise. Yes, the architect-engineer is responsible for the depth 
to which they will excavate, the type of backfill, the depth of backfill, 
how much compaction is performed on the backfill, and also preparing 
the design of the asphalt mix which is placed on top. 

Senator Jonnson. If the standards and specifications were fla- 
grantly disregarded, where would the responsibility lie—with the 
architect-engineer / 

Mr. Wise. Asa rule, the architect-engineer is responsible for adher- 
ing to specifications on the job. He is the supervisor. His architect- 
engineer employees on the base are the ones that are supposed to take 
the nee essary sieve analysis and various tests to find out whether o1 
not various materials are going in as specifications require. 

Senator Jonnson. You spe: ik of the e1 iwineering specifications hav- 
ing been fl agrantly disregarded. Who disregarded them ¢ 

Mr. Wise. The contractor duri ing the course of construction. 

Senator Jounson. But was it not the responsibility of the architect- 
engineer to see that they were not disregarded ? 

Mr. Wis. That is right. 

Senator Jounson. Did he have authority and responsibility to see 
that the contract was lived up to? 

Mr. Wiser. Yes, sir. He had inspectors on the job and he was 
supposed to reject deleterious materials. He was also supposed to 
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make the necessary correction and improvements on the designed mix, 
asphaltic concrete mix. ‘The w: LV I unders. nd it is, that the architect- 
engineer personnel did not have too much auihority or responsibility in 
their program. 

Senator JoHnson. What you are saying is that ordinarily they do 
have the authority and responsibility, but in this instance the con- 
tractor disregarded them and they did not do anything or could not do 
anything about it. 

Mr. Wise. That is correct. 

Senator Jonnson. Why didn’t they have the authority / 

Mr. Wise. I understand that the architect- engineer did complain 
to the district engineer who was the architect-engineer’s boss. 

Mr. Rice. What is his name / 

Mr. Wise. The district engineer is Colonel Derby of the French 
Morocco District. I understand the architect-engineer personnel did 
talk with Colonel Derby’s personnel on that level and they complained. 
I did check the files of the architect- -engineer and | found where the 'V 
actually had in writing protested to certain waiving of the specifica- 
tions which the contractor did do, It appears that the district engi- 
neer personnel realized what was going on. ‘They were alerted to the 
failures by the architect-engineer. 

Senator Jounson. Let me see if I follow you. The contractor 
flagrantly disregarded the standards and specifications. The archi- 
tect-engineer complained that he was so doing. The district engineer 
did what ¢ 

Mr. Wiser. Evidently the district engineer did not correct the errors 
at that particular time. I would not want to say he did nothing be- 

cause maybe he did. I could not find where he had made improve- 
ments. 

Senator SrenNtis. No results anyway. 

Mr. Wise. Again what I was checking was actual sieve-analysis 
sheets and the design data on various dates throughout the construc- 
tion and the screen-analysis sheet showed that the aggregate were 
outside the limits of the specifications and did not necessarily mean 
though that the district engineer did not correct them an hour later. 
Possibly there was not a sieve-analysis sheet in the file to show that a 
correction had been made. All I am going on is the sieve-analysis 
sheets actually found in the files of the architect-engineer. 

Senator Jounson. When you saw the standards and specifications 
had been flagrantly disregarded, I assume you talked to the represent- 
ative of the architect-engineer ? 

Mr. Wise. Yes, I did. 

Senator Jounson. He told you he agreed with you and he had com- 
plained about it / 

Mr. Wisr. That is correct. [talked with the architect-engineer and 
I talked with several of the inspectors. ; 

Senator Jounson. Then did you go on upstairs and talk to the 
district engineer to see what. he had done about it ? 

Mr. Wise. Upon completion of our imspection we did discuss with 
the district engineer the specifications that were set up for the pro 
gram and the reason for deficiencies in the specifications. We had pos 
sibly a 2- or 3-hour discussion with Colonel Derby. We did discuss 
the fallacies of the program at that time. 
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Senator Jonnson. You reviewed with him the information you had 
reviewed with the architect-engineer ? 

Mr. Wise. I would not say all of it but I did discuss a certain 
amount of it. 

Senator Jonnson. You made it abundantly clear to him that the 
standards and specifications in your judgment had been flagrantly 
disregarded ? 

Mr. Wise. That is right. 

Senator Jounson. What did he say? 

Mr. Wiser. Colonel Derby’s opinion was that they had to change 
specifications in order to complete the program by Bastille Day, Jul 
14; that it was necessary to do that job the best way they could with 
the limited amount of equipment that they had on hand. That is 
the type of answer I received from Colonel Derby. 

Senator Jonson. Had he authorized and approved disregarding 
the specifications ? 

Mr. Wise. He did not come out and state that. I found nothing in 
writing wherein he did recommend any waiver of specifications. 

Senator Jonnson. In your judgment did he know that they had 
been disregarded when you talked to him? 

Mr. Wisp. I believe so. It was brought to his attention previously 
by other personnel. I did find that in memos. Whether or not Colo- 
nel Derby actually received it or not, I do not know. He is the district. 
engineer and as a rule if correspondence is sent to the district en- 
gineer, possibly the staff may have received the correspondence and 
they may not have passed it on to Colonel Derby. That frequently 
happens—the chief engineer, or the assistant chief engineer of the 
project receives the correspondence and takes the necessary action. 
They do screen considerable correspondence from the district engineer. 

Senator Jounson. I see the further statement in your report: 

Improper mixes of aggregates and asphalts continued beyond the 14 July 
deadline date. Consequently the resultant product has been inadequate. It 
appears that the District Engineer Colonel Derby should have advised the con- 
tractor Officials long before October. 

Would you care to elaborate on that for us? 

Mr. Wise. The only thing that I could possibly state is that I did 
find from checking into the test sheets, the sieve analysis sheets and 
progress reports of the inspectors that the material was not crushed 
properly, and that the amount of asphalt was far beyond that re- 
quired for a standard mix. I did find that the asphalt varied from 
12 to 15 pounds of asphalt per 100 pounds of aggregate which is from 
2 to 3 times too much sabe for that type of material. 

Senator Jounson. What is the result when you use two or three 
times as much? 

Mr. Wise. Either the asphalt is far too excess for the proper mix, 
and in the real hot climatic conditions that would have a tendency to 
make the asphalt run or what we call “bleed.” 

Senator Jonnson. Would it result in excess cost, too ? 

Mr. Wise. Oh, yes, asphalt costs about 10 cents a gallon. There 
would be a higher cost on the asphalt but the greatest problem would 
be rutting with airplane wheels. If an airplaine moved on soupy 
asphalt it would rut the asphalt. 

Senator Jounson. To summarize the result of the improper mix 
is that it cost the Government considerably more and they got a much 
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poorer product which would require excessive maintenance and 
repair ¢ 

Mr. Wise. I do not know about the “considerably more.” It did cost 
more. Maintenance will be much higher. That is correct. In other 
words, what he will have to do on maintenance will be go back into 
those areas where there is bleeding and running and replace with 
crushed gravel—actually roll crushed gravel into those particular 
areas. 

Senator Jounson. How could you have reported the improper 
mixes? Whose responsibilty was it so see that you did not use twice 
as much asphalt as you needed, or 10 times as much? 

Mr. Wisr. Well, again, that would be the inspectors on the job, Sen- 
ator. They are supposed to keep track of the actual weights of the 
asphalt mixture during the course of construction and any time the 
weights are out of reason they are supposed to talk with the foreman 
on the job or the operators of the plant equipment and they should 
make the corrections right then and there at the time it occurs. 

Senator Jonnson. To whom did the inspectors report ? 

Mr. Wise. I found considerable data from the inspectors’ daily 
progress reports which they submitted to their chief engineer of the 
architect-engineer’s organization. 

Senator Jounson. Did the architect-engineers complain at any 
time of the improper mixes? 

Mr. Wise. Correspondence in the files of the architect-engineers 
shows they did transmit data to the district engineer’s stating that the 
contractor was not living up to specifications. 

Senator Jounson. What does the correspondence in the file show 
that the district engineer did about it when he was told that ? 

Mr. Wise. I did not have access to Colonel Derby’s personal files or 
his memorandums and replies. I could not find any replies of any 
kind from the district engineer’s office to the architect-engineer or to 
the inspector. 

Senator Jonnson. If he had made replies would not the architect- 
engineer have had them ? 

Mr. Wise. I presume so. I did not go through the architect-engi- 
neer’s main office files. I did out in the field, out at the site. 

Senator Jonnson. The standards and specifications were disre- 
garded, the architect-engineer complained about it, it got up to the 
district engineer’s office and, as nearly as you could find, nothing was 
done. Improper mixes were made resulting in excessive cost, exces- 
sive maintenance, and a poor product. The architect-engineer com- 
plained; the complaint went to the district engineer, and you found 
nothing that would indicate that he had taken any action. 

Mr. Wise. That is generally correct. 

Mr. Rice. We have here some photographs, Mr. Wise, that were 
appended to your report. I wonder whether you will look at those 
and explain them to the committee. 

Mr. Wise. Surely. I enclosed 18 progress photos of the job with 
my report to generally show the type of construction that was being 
performed, also to clarify some problems which were controversial. 
I have some better photographs if I may use my own originals. 

Mr. Rice. Do you have any photographs to show the conditions 
about which you testified ? 
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Senator Jounson. May I ask this one question before you get into 
the pictures ? 

It has been indicated to the committee that it was necessary to dis- 
regard the specifications and standards in the interest of speed. Will 
you tell me why it was necessary to disregard the proper poepedienee 
of mix in order to speed up the situation’ Can you do a job faster if 
you use twice as much asphalt in the mix, as you ‘need ? 

Mr. Wiser. Senator, it is true that a contractor can turn out prac- 
tically twice the material, twice the capacity if he does disregard cer- 
tain specifications. 

Senator Jounson. Did you hear my question / 

Mr. Wise. I believe I did. 

Senator Jounson. Is it necessary to disregard the mixes of certain 
aggregates in order to obtain additional speed / ¢ In other words, can 
you by putting a larger proportion of asphalt into a mix speed up 
construction ¢ 

Mr. Wise. Not the asphalt, no, sir, Senator, but you can, by disre- 
garding spec ific ations, operate your batching plant much faster. 

Instead of taking the time to pull four levers on the batching plant 
it is possible for the contractor to utilize two bins and just pull two 
levers. 

For instance, it takes so many seconds to pull each lever to weigh 
the exact mix and instead of carrying two or three types and varia- 
tions of material, he can dump it all into the bins and just pull two 
levers. He can mix a batch in 20 or 30 seconds that way. 

Senator Jounson. So, if you use improper mixes of aggregates and 
asphalt as they did, you can gain time? 

Mr. Wisk. Oh, yes, sir; you can gain time; you certainly can. 

Senator Jounson. That is what they did? 

Mr. Wiser. Yes, sir. 

Senator Jomnson. That is what they continued to do after the 
July ey 

Mr. Wiser. I did find evidence of that in reports during September. 
October, and November. 

Mr. Rice. That was after the pressure was off, so to speak ? 

Mr. Wise. Yes, sir. The pressure should have been off on the 14th 
of July. 

Senator Jomnson. Assuming the additional cost to the Govern- 
ment in the interest of speed could be justified prior to July, what jus- 
tification can you give for disregarding it after July as late as Sep- 
tember and October ¢ 

Mr. Wisr. is rather difficult to reason the district engineer's 
methods. Tie 1 may have had a definite reason for it. He may have 
been running short of funds; he may have been trying to get the 
job done betas wet weather. I really do not know. I was not there 
the full time. I did not talk with the district engineer on the reasons 
for this. It is possible that he did have certain reasons why he con- 
tinued to mix the materials faster than normal. 

Senator JonNnson. In your opinion, was he justified in disregarding 
the specifications either prior to July or after July? W ould you 
have so done had you been in his place under the circumstances? 

Mr. Wise. I believe I would have before July 14 if, as we under- 
stand, he had a readiness date to have an airfield completed by a defi- 
nite time to take aircraft. He was totally responsible for the job. I 
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feel he would have, and I also would have done everything in my 
power to get the job done by the 14th of July. 

Senator Jounson. So you think it was necessary, and if you had 
been in his place you would have followed the procedure that he did— 
namely, disregard the plans and specifications and standards prior to 
July 14? 

Mr. Wise. I would have, probably, to a certain extent. That is, if 
I could not get more equipment or if I could not request someone to 
give me less work to do. In other words, instead of asking for so 
many thousands square yards of finished pavement, I would have 
requested that one-third of that he eliminated. 

Senator Jounson. What would you have done after July 14? 

Mr. Wise. After July 14 I would have set up under routine or- 
derly operation adhering to specifications. 

Senator Jounson. That was not done? 

Mr. Wisk. No, sir. 

Mr. Ricr. Do you have some photographs there now ¢ 

Mr. Wise. I believe there are three photos of primary interest. 
One was excavation of a barrow pit which does show considerable 
large chunks of clay. I actually saw these. 

Mr. Rice. What is a barrow pit ! 

Mr. Wise. It is a place wherein. you excavate good selected mate- 
rials to haul over to the runway site. 

Mr. Rice. It is a source of supply ? 

Mr. Wise. A source of supply of your aggregate material. In the 
particular barrow pits as a rule you do not find them all clean. What 
you are supposed to do is eliminate certain areas where it is silty and 
the conditions are bad. You are supposed to bypass that. In review- 
ing the architect-engineer’s reports I found that a lot of this deleterious 
material from the barrow pits was actually placed on the runways. 
The inspectors complained of it. Actually I found correspondence 
where they continued to complain of the wrong-type material being 
hauled from the barrow pit out to the runway. 

Mr. Rice. I think we had some testimony from Mr. Simmons a week 
or two ago. He actually issued a stop-work order on the basis that the 
material was substandard but the work did not stop. This photograph 
depicts substandard material that was being barrowed, and put in the 
base course. 

Mr. Wise. That particular photo depicted a barrow pit which 
showed considerable amounts of clay which should not have been used. 

Mr. Ricr. In other words, they should skip that and go to some 
better material which appeared to be available. 

Mr. Wise. Which they most likely did do with the exception of what 
I found in the reports, that some bad loads were delivered to the run- 
way site. 

I also have another photograph which shows asphalt being placed 
directly onto the crushed-gravel leveling course without placement 
of the prime coat. In other words, a prime coat is nothing more than 
an asphalt membrane, a light penetration shot which is supposed to 
go on top of the leveling course. This particular photo shows about 
5.000 feet of runway area without any treatment on the actual leveling 
course. , | 

Mr. Rice. When was that photograph taken ? 
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Mr. Wist. The photograph I believe was taken—I believe these were 
taken in October. 

Mr. Rice. This photograph shows a departure from specifications, 
is that right? 

Mr. Wise. Yes, sir. 

Mr. Rice. That was taken in October. 

Mr. Wiser. It was taken at the time the Fortune magazine writers 
were at the site. 

Mr. Rice. I think the article appeared in December? 

Mr. Wise. The article appeared in December, and I think they were 
there in October or November. 

The next photograph I do have shows lack of rollers on the job. It 
shows considerable variation in the asphalt pavement. It also shows 
the line of demarcation on each ribbon which rightfully, if the rollers 
had been used on it, would have been rolled smooth and you would not 
have seen it. 

Senator Srennis. Is that the finished coat? Is that left that way? 

Mr. Wiser. It does get a seal coat on top of that. 

Senattor Srennis. MayLinterrupt? The architect-engineer now— 
just where does he come in and who is he attached to, the architect- 
engineer / 

Mr. Wise. The architect-engineer is responsible to the district 
engineer. He is the district engineer personnel. 

Senator Jounson. Private concerns selected by the Corps of 
Engineers ? 

Mr. Wise. District engineer. 

Senator Jounson. Corps of Engineers ? 

Mr. Wiser. Correct. 

Senator Jonnson. They work under the district engineer but they 
are his technical supervisory people? 

Mr. Wise. Yes, sir. 

Mr. Rice. Senator Stennis, if you use an example of building a 
house you would hire an architect and then you would get a con- 
tractor. In this case the architect-engineer contracted with the Corps 
of Engineers in a negotiated bid—I think their fee was over a half 
million dollars—that is Porter-Urquhart, Skidmore Owings, and Mer- 
rill—$750,000 I think. They negotiated with the Corps of Engi- 
neers and received a contract. 

Then as a separate proposition the Atlas Construction Co. which 
was a group of five contractors, Morrison Knudsen, and others, nego- 
tiated with the Corps of Engineers. Now then the architect-engi- 
neers, Porter-Urquhart, are supposed to see that the specifications 
are adhered to as set up. They make the contractor do it. 

Senator Srennis. They set them = and they are supposed to re- 
quire them to live up to those specifications, just like an architect 
if I was building a private home. 

Mr. Rice. Now then what happened is, according to the testimony of 
Mr. Simmons who was here a week or two ago from the architect- 
engineer’s office, they complained in writing that they were not com- 
ing up to standards. They said the Atlas people were not building 
it and they complained to the Corps of Engineers and to Colonel 
Derby. 

Senator Srennis. I get that. I just wanted to be sure who they 
were under. 
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Mr. Rice. I think Senator Stennis asked you if that was the way 


this thing was completed, this photograph with the ridges in it. 
There is another finished coat put on top of that, is there ? 


Mr. Wiser. Yes, sir. There is a finished course there that would be 


applied to the top. 


Mr. Rice. If there is a waving in it or a rutting that would not 
level it out, would it, by putting a finished course on it? 

Mr. Wise. They could do it if they continued to change the depth 
and the thickness. 

Mr. Rice. Thickness of the asphalt placed on it? 

Mr. Wise. Thickness of the asphalt, yes. But as a rule they set 
it at a 2-inch level and continue right on over the top. 

Senator Jounson. The top of it is going to be no better than what 
is under it—like the foundation of a house—isn’t that right? I 
can summarize what you say by stating the advantage was to speed up 
the project ? 

Mr. Wise. Yes. 

Senator Jounson. Disadvantages were excessive cost, added mainte- 
nance and, I would assume, increased hazards for the people using 
these runways and facilities. 

It would apear that type of construction would be more hazardous 
than construction properly done. 

Mr. Wise. If the pavement is too irregular you would have trouble 
taxiing a heavy bomber over an uneven road, similar to a washboard 
road. 

Mr. Rice. You mentioned rollers. I want to invite your attention 
to part 2 of your report, pages 4 and 5. 

Paragraph C there says something about the rental of rollers. 

Mr. Wisp. Yes, sir. 

Mr. Rice. What do you say there? 

Mr. Wise. You mean what do I say in paragraph C ? 

Mr. Rice. You found some difficulty about the rollers. They were 
not using enough rollers, or they were too far behind, or something 
or other. 

Mr. Wise. In reviewing the inspector’s daily progress reports which 
were transmitted to the achitect-engineer I found that the inspectors 
continued to complain about the lack of rollers, that there were in- 
sufficient rollers on the job to keep up with the asphalt-finishing ma- 
chines. Most of the time the inspector complained that there were 
only one or two rollers on the job. 

Mr. Rice. Who was complaining? 

Mr. Wise. The architect-engineer’s inspectors. 

Mr Rice. The architect-engineer’s inspectors ? 

Mr. Wise. Yes, sir. They were outlining this data in their daily 
progress reports to their chief, the architect-engineer. They stated 
that insufficient rollers were on the job to thoroughly compact the as- 
phalt which was being placed. My basis for stating that a minimum 
of four rollers should have been required was on the basis that if you 
turn out 175 to 200 tons of asphalt per hour it generally takes one 
roller—one roller can take care of about 50 tons of asphalt. In other 
words, it must be rolled while it is still warm, before the asphalt has 
thoroughly cooled, in order to get the thorough compaction of your 
asphalt finish. 

Mr. Rice. They should be right there ? 
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Mr. Wise. They have got. to be right there to treat the asphalt. 

Mr. Rice. You said something about renting them from the French ? 

Mr. Wise. I did find out in the report that ‘the district engineer did 
not have rollers; the Atlas Contractors did not have sufficient rollers 
at both sites, Nouasseur and Sidi Slimane but the architect-engineer 
to correct the situation, did find out that the French Publique Organ- 
ization did have rollers available which they would rent to the district 
engineer. 

Senator Jounson. Did they make that information available to 
the district engineer / 

Mr. Wise. There was a memorandum sent to the district engineer 
stating that the French Publique had rollers available for rental. 

Senator Jounson. And there were insufficient rollers on this job? 

Mr. Wiser. Yes, sir. 

Senator Jounson. What did the district engineer do about. it ? 

Mr. Wise. I could find no correspondence on the reply to that. 
They did not rent any rollers from the French Government. 

Senator Jounson. So you had inadequate equipment and the French 
had adequate equipment you could have rented, but vou did not rent 
it, is that what you are saying? 

Mr. Wise. Pretty much so. 

Senator Jounson. Do you know why they did not? 

Mr. Wiser. No; I do not have the reason for it. I do not know. 1 
could not find out while I was there. I checked with the architect- 
engineer and I could not find out why approval 

Senator Jounson. What did he do? 

Mr. Wise. He stated he wanted to rent them and he did not have 
authority without receiving approval from the district engineer. 

Senator Jonnson. He asked for their approval and did not get it / 

Mr. Wise. He asked for it in writing. e 

Senator Jounson. You said he did not get it? 

Mr. Wise. He said he did not get the rollers. 

Senator Jounson. Did ‘he get any reply to his request in writing? 

Mr. Wise. He did not state he received a reply in writing. I did 
not find any such reply. 

Senator Jounson. Proceed, counsel. 

Mr. Rice. Before putting on the finished coat or the binder course, 
are any wheel-bearing tests made? 

Mr. Wist. Throughout the course of construction wheel-bearing 
tests were made on actual subgrade fills before the asphalt was plac ed. 
Also at the time asphalt was pl: iced on the fill material bearing plates 
had also been taken. 

Mr. Rice. What were those bearing test weights; do you know? 

Mr. Wiser. They have a standard field testing equipment which is 

‘alled California bearing ratio laboratory equipment which they do 
use. It is a bearing plate and jacks and a certain load which they 
apply on this plate and they check to see how much penetration is 
made into the compacted fill. 

Mr. Rice. Did you examine the results of the test ? 

Mr. Wise. Yes, sir: I did. I looked through considerable Cali- 
fornia bearing ratio tests. I found that the CBR did not meet the 
specifications. 

Mr. Rice. Did they not come'up to standards? 
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Mr. Wise. Most of the time it did not meet the standard specifica- 
tions. 

Mr. Rice. Despite that the finished coat was put on in some places? 

Mr. Wise. That is correct. 

Mr. Rice. The CBR standard is what—20? 

Mr. Wiser. It all depends. If you are talking about the CBR of the 
finished asphalt pavement, it would be up around 96; before the fill 
it would be approximately 13 or 14. 

Mr. Rice. Let’s talk about the wheel-bearing load, the weight that 
was required. 

Mr. Wise. The required wheel-bearing load was 100,000 pounds, 
wheel load on the finished pavement. 

Senator Stennis. Per wheel, 100,000? 

Mr. Wise. Yes, sir. 

Mr. Rice. The tests showed they would not stand that? Maybe 
we can get into it this way. Here is a letter the committee has re- 
ceived from an employee over there. He says: 

I am an employee of Atlas Constructors here at Nouasseur. There are hundreds 
of thousands of dollars actually thrown away, wasted every day here, 

He says: 


He can’t come over and let the Corps of Engineers play host and find out what is 
going on but General Pick is mistaken and I can prove that by actual laboratory 
tests. 


He says: 


The runways and parking apron here caved in. I know. I helped to build them 
and actually witnessed their failure. 


He goes on to say that the truth would be shocking and that— 


It is a proven fact that in one case on this job a ditch for drainage was dug and 
then immediately filled back up again, not because of the ideas of our immediate 
superiors, but because the major in command of the United States Corps of 
Engineers did not like the looks. 


Iam going to refer you to part 2, page 4, paragraph A, of your report 
where you say: 


The saturated subbase failed and the ditch was being excavated across the 
pavement. 


And just above that— 


The finished surface of the parking area was so rough that heavily loaded bomber 
aircraft would have experienced considerable difficulty if this type aircraft were 
required to taxi on the apron. The recently completed operational parking area 
Was under repair due to failure of the subgrade fill. The asphalt-surfaced tex- 
ture was very poor, varying from coarse to fine texture. The finished surface 
grades of the parking area were so rough that heavily loaded bomber aircraft 
would have experienced considerable difficulty if this type aircraft were required 
to taxi on the apron. The saturated subbase had failed and a ditch had been 
excavated across the pavement to permit ground water to be drained from the 
area. It was planned to repair this area by backfilling with crushed rock— 


to raise it 8 inches or something. 

‘The particular area had been surface-tested by rolling a 2-ton test equipment 
over the area. The equipment made depression marks at practically every loca- 
tion tested and total failure of pavement resulted at many locations 

I think that is the really important part of what we are getting 
to and I would appreciate it if you would amplify that a little bit and 
explain to us just what happened over there, how extensive it was. 
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Mr. Wiser. In looking at the Nouasseur operational parking apron: 
1 noted there was a wavy finished surface of the pavement. I drove 
over it in a jeep. I found later on the reason for this variation in 
ony the low depressed areas, was due to the fact that they did not 

ave any underground surface drainage. They were planning on 
having surface drainage run-off on this pavement in the low spots 
similar to the roads out west where you have depressed areas and 
the water runs across the road. 

Mr. Rice. How large a proposition is this parking apron? 

Mr. Wise. That is possibly—it is in two sections. The total is 
9,000 lineal feet long and possibly 500 feet wide. 

Mr. Rice. It is larger than the runway itself, is it not? 

Mr. Wise. It is not as long as the runway but it is wider than the 
runway. 

Mr. Rice. Does it cost more? 

Mr. Wise. Yes; it cost more money. 

Mr. Rice. If planes are permitted to park there or stand there, 
that would have a tendency to depress the apron more than if they 
— being used as a runway where the plane was moving, is that 
right 

Mr. Wise. Yes, sir. As a rule, you design your parking apron 25. 
percent heavier than you do normally your concrete runway. 

Insofar as the actual picture that I have in my mind at the present 
time, it is that this variable wavy surface was not over the entire: 
9,000-foot length. It happened to be in certain particular areas 
where they were due to have surface drainage. I presume that was 
the reason for it, that they actually constructed it that way. It was 
not due to failures of the subgrade necessarily, as much at it was 
that they tried to control these low level spots to help drain rain water 
from the asphalt runway. 

Mr. Rice. How would you account for a ditch being dug ? 

Mr. Wise. The ditch excavated was actually because they had aw 
tremendous rainfall a few days before I arrived, or possibly a week 
or so, and the ground below the pavement was so thoroughly saturated 
that in order to get the water out they actually. had to dig the ditch 


and they put pumps into this ditch to pump the water out of the sub-- 


grade. They did that because when you went over it with the com- 
paction it created additional depressions in the parking apron. 

Senator Jounson. What would be your problem if you attempted’ 
to bring this up to standard to meet your specifications? Would it 
be rather costly ¢ 

Mr. Wise. Senator, the proper way of course when it had been 
properly compacted, it would have been compacted on possibly 6-inch 
layers, very thoroughly compacted and it would not have absorbed 
all this water that we are talking about. It was loosely compacted. 
The water was absorbed and it soaked up. 

So, in lieu of having good solid ground below your runway, you 
had lots of soft spaces that absorbed molecules of water all the way 
through it. 


Senator Jounson. We had knowledge of that before, but in the 


interest of speed we went ahead with it. 
Mr. Wisr. When you say we had knowledge of it before it was 
finished, Senator, the only way I can answer that is that the in- 
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spectors did state that proper compaction was not performed on 
these levels of fills. I did find that in reports. 

Senator Jounson. The inspectors told us this and we did nothing 
about it, and now we are paying the price. 

Mr. Wise. That is correct. 

Mr. Rice. One thing you said—you said that wavy section may 
have been because of its being designed to drain. But the proof of 
the pudding was that even if you grant that wavy action was because 
of being designed that way, it did not work, because they had a flood 
there and had to dig a ditch. 

Mr. Wise. That is right, and the underground was soaked, the 
subgrade. 

Mr. Rice. You were out there during the rain, were you? 

Mr. Wise. It did rain while I was there; yes. 

Mr. Rice. Was that unusual over there, or don’t they have rain 
charts, or can’t they tell 

Mr. Wise. They do have a rainy season and it was just about the 
time of the rainy season. I believe October and November is the 

‘ainy season out there. During the 9 days that I was in North Africa, 
French Morocco, I believe we had possibly three or four showers which 
did not amount to more than—less than an inch of rainfall fell while 
I was there. 

The ditch was actually excavated to help drain, to pump the water 
out from underneath the operational part of it. 

Mr. Rice. Would you say that the rainy season was to be antic- 
ipated or was it a surprise? 

Mr. Wiser. It was not a surprise. Everyone knew they had to have 
a rainy season in October or November, that they generally have 8, 
10, or 12 inches of rainfall at that time. 

Mr. Rice. So this rain was not unusual ? 

Mr. Wise. No, sir; it was not. 

Mr. Rice. Only in the result that it had on the apron? 

Mr. Wise. Yes, sir. 

Mr. Rice. Now I know, as part of your job, you did not go into 
administrative details, but we see in your report that there are certain 
things about auditing and purchasing. Where did that information 
come from? 

Mr. Wiser. During the course of the visit I actually did sit in with 
Colonel Ivins, the Army Inspector General, when he was interviewing 
the auditors. 

I actually did sit with him whenever I had the time. If I was not 
working on technical engineering data I did join Colonel Ivins and 
he also joined me at various times. What I did write in the report 
I saw or actually had information from the Army officers about. 

Mr. Rice. Referring to part of your report here you say: 





The first auditors assigned to Sidi Slimane were on September 13, 1951. Yet 
construction was initiated on May 3, 1951. Contractors’ personnel worked for 
months with excessive overtime and the district engineer— 


1 take that to be Colonel Derby— 


had never enforced the rule for procuring advance approval. It is incompre- 


hensible to believe that only seven auditors would be assigned to a $300,000,000 
job. 


Do you want to say anything about that ? 
Mr. Wise. There is not much more that I can add. 
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Mr. Rice. In other words, you felt it was something to be severely 
criticized ? 

Mr. Wisr. Yes, sir. 

Senator Jounson. Why didn’t you have an auditor there from May 
to September ? 

Mr. Wise. My understanding was there were no auditors available. 
They were unable to procure capable auditors from the States to go 
over there in time to do the work. 

Senator Jounson. Do they have capable auditors there now ? 

Mr. Wise. I believe so. Immediately upon our return the infor- 
mation was passed on to the Army, and I rather think that corrective 
action was taken immediately. 

Mr. Rice. We expect to have some testimony from the auditors. 

You go on to say here, “Local purchases of oil were never weighed 
or checked for quantity received, and the auditor was required to 
make payments based on a vendor’s statement.” 

What do you mean by that ? 

Mr. Wise. During my visit at Sidi Slimane I talked to the auditor, 
I checked his records. I wanted to find out what kind of a job he was 
doing. 

I found out at the time he was having considerable difficulty trying 
to make the proper payments to local French or Moroccan personnel 
who were supplying materials to the job. I did find out that this 
particular man that was supplying the bunker “C” oil used for firing 
fuel-oil burners of the asphalt plants — 

‘Mr. Rice. That is bought in considerable quantity ? 

Mr, Wise. That is bought in large quantities. I did find out there 
was nobody at the site that was checking i in the ba tallying it in 
when it was being delivered by the so-c: led jobber. 

Senator Jounson. The Government was at the mercy of the seller ? 

Mr. Wisr. Yes. When the auditor received the invoice from the 
agent he had to pay it on the basis of that invoice. 

Mr. Rice. He would pay any bill that was submitted ¢ 

Mr. Wiser. That was all he could do unless he could argue about it 
or check the best way he could, by the size of the tanks, and with 
personnel on the job as to how many gallons he thought they actually 
used. I do not know what system he used for checking, but under 
normal procedure a contractor does tally in all that particular ma- 
terial. 

Mr. Rice. Do the vendors know that; the sellers? 

Mr. Wise. I presume they did. I do not know. I would not want 
to say that they did know it, because it happened to be a French con- 
tractor. I do not know whether he thought that the boys gaged the 
tank after he left when he dumped it in, or just what. TI really do not 
know. 

Senator Jounson. You would say it was a very loose and possibly 
a rather generous procedure ? 

Mr. Wiser. It certainly was a very loose procedure, Senator, very 
improper procedure. 

Senator Jonnson. Did you stop it? 

Mr. Wisr. Yes, sir. 

Mr. Rice. There is no telling how much had gone down the drain 
meanwhile, though 7 
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Mr. Wise. I would not say it would be a tremendous amount. The 
only time they. used bunker “C” was during the course of asphalt 
construction work and it is not a case of like turning a light switch 
on and leaving the lights on all the time. 

Senator Jounson. You are not testifying anything went down the 
drain ¢ 

Mr. Wiser. No. 

Senator JouNson. Your testimony is “God only knows whether it 
went down the drain or not” ¢ 

Mr. Wise. I have no knowledge of it. 

Senator Jounson. If it did not go down the drain, it was not our 
fault. We took no precaution to keep it from going down the drain. 

Mr. Rice. Do you know whether that policy of not chee ‘king, or 
accepting the vendor's statement was generally followed in other pro- 
curement on the job, or did that just relate to the oil 

Mr. Wiser. I really could not answer that, Mr. Rice, because all I 
actually checked into on the auditing end was the actual supplies and 
material at Sidi Slimane. I do not know what Colonel Ivins’ find- 
ings were. I presume that was the only spot they were not actually 
tallying the deliveries. I did find at Nouasseur they were tallying 
in their construction requirements. 

Mr. Rice. I believe Colonel Ivins found they were spot-checking 
about 25 percent of the invoices. 

Going back to the specifications, you have a statement here that is 
interesting, on page 6, paragraph 4: 

Field information revealed that the runways constructed at Nouasseur were 
only 4 inches thick on a 2,000-foot end of the runWway and the inner 7,000-foot 
length was constructed with only 3 inches of asphalt concrete. Engineer tield 
manuals specified that the minimum thickness for asphalt concrete runways 
designed for loads in excess of 60,00 pounds should be a minimum of 4 inches 
thick. 

That would seem like a considerable departure from specifications 
there on the whole runway, 7,000 feet of it. What effect will that 
have ¢ 

Mr. Wise. By your question, “What effect will it have,” are you 
asking whether or not we would have a failure on that 7,000 feet / 

Mr. Rice. As ane xpert, they set up specitications for a good reason ¢ 

Mr. Wise. Yes. 

Mr. Ricr. And if you do not adhere to it, something is going to 
happen ¢ 

Mr. Wise. I believe the reason they did put the 3 inches in there 
was again for speed and they had pl: anned on coming back and apply- 
ing the additional 1 inch of asphalt over the top of that surface. “I 
understand that. I do not know whether that actually was accom- 
plished. But specifications do require for any kind of a wheel load 
over 60,000 pounds that the minimum thickness of asph: alt be 4 inches. 

Senator Jounson. Why / 

Mr. Wise. That is to properly support the load and take the pound- 
ing which would be received by landing aircraft. 

Senator Jounson. If you had less than that you would assume that 
it would not properly support the load ¢ 

Mr. Wise. If you_had less I would state it would support it on 
limited oper ation, There is a difference between total operation and 
limited operation. There are times when we actually do construct 
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something below standard specifications for limited operation, for 
economy and speed. 

In other words, if you have only two or three landings a day, or up 
to 10 planes a day, that is what we call limited operations and a run- 
way 3 inches thick possibly would stand up under that. 

But if you had 50 landings a day to a hundred, that is what we call 
continued operation. 

Senator Jounson. Was this field designed and planned for limited 
operation only ¢ 

Mr. Wise. No, sir. The field was actually designed for total full 
operation but it is quite possible at the start—again I do not know— 
it could be at the start, in fairness to the district engineer, somebody 
may have told him he should have this thing completed for limited 
operation. I do not know. 

Senator Jounson. Did you have any indication of who told him 
that ¢ 

Mr. Wise. No, sir, I do not. I do not even know that he was told 
that, but I would like to mention that in fairness to the engineers on 
the job, because that has been told to me in previous work I have done, 
prepare something for limited operation, and that is what I havé 
aone. 

Senator Jonson. You have no indication that was done in this 
instance ¢ 

Mr. Wise. No, sir. 

Senator Jounson. I think we might inquire and see, Counsel, 
whether the Air Force took that position, and agreed to it. 

Mr. Rice. You mentiéned that they had 3 inches on there and they 
were later going to come back possibly and put on another 1 inch. 
Now, as a practical matter of fact, would it be mtich more difficult to 
put on 4 inches the first time than it would be to put 3 inches? Do you 
put it on an inch at a time? 

Mr. Wise. It would not have been any more difficult. It is just a 
case that on the actual tonnage that is turned out by a plant, if you 
only turn out 100 tons an hour, 100 tons only goes so far. 

Mr. Rice. Spread it a little thinner. 

Mr. Wise. Yes; spread it thinner. Just like painting a house with 
a gallon of paint. 

Senator etn, You could put 4 inches on as easily as 3 inches 
if you had the mix and the material available? 

Mr. Wise. Yes, sir. You can do it just as fast. 

Mr. Rice. When you come back and put another inch on there what 
is that going to mean in operational cost? You have to do the same 
thing you did before ? 

Mr. Wiser. It is more costly. In other words, it is a complete opera- 
tion, all the labor and equipment, and they go so many feet a minute. 
There is no question it would cost more money to go back in and apply 
the additional inch. 

Mr. Rice. You mentioned something about gasoline spillage failure 
at Sidi Slimane. [Reading:] 

During the visit of Sidi Slimane a large area of asphalt concrete parking area 
was being removed. A bomber-type aircraft spilled a large amount of gasoline 
on the pavement causing damage to the surface. Plans were to replace this 


section with new asphalt pavement. Inspection of the damaged pavement indi- 
cated a very poor asphalt mix which crumbled when handled. And this par- 
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ticular area is an example of the pavement at Sidi Slimane and an example also 
of the major repair work which the Air Force will be required to perform when- 
ever there is gas spillage and wheel lockage resulting in damage to the pavement. 

Did you take any photographs of that, or what did you find on that? 

Mr. Wise. No, sir; I happened to be there at the time one of our 
larger bomber aircraft had been in the night before and they had a 
gas leak. There was a large amount of gasoline—I do not know 
whether it was 1 000 gallons, 500, or 100 gallons—but it was sufficient 
to deteriorate and actually erode the asphalt pavement which the 
bomber was sitting on. They had possibly 50 or 60 Arabs out there by 
hand breaking all this section up and they had a couple of trucks 
out there and they were hauling it away. 

Naturally I was interested to find out why the aircraft fuel had so 
damaged the pavement that they had to tear it up. What the general 
practice is, if you do have a gas spillage on a bit of asphalt, is to chip 
out the top surface and then put a seal on it. 

Mr. Rice. Certain damage is to be expected. Asphalt will liquefy 
with gasoline? 

Mr. Wiser. Yes. 

Mr. Rice. But your point was that this damage was far more ex- 
tensive than should be expected ? 

Mr. Wise. That is right. I was quite perturbed. I did not know 
whether or not it was because they did not realize that the gas had 
only penetrated an inch or two, or whether or not the gas had actually 
penetrated through the entire asphaltic concrete. I did find out that 
it had penetrated and it did show definitely that the mix was poor. 
I took chunks of it and it would break in your hand because the 
asphalt had been cut with gasoline and it was worse than it really 
should have been. I just felt that it was because there was an excess 
of asphalt in the mix or because it was not thoroughly compacted. 
There could have been any number of things which would have given 
you such a poor mix. 

Mr. Ricr. What was the size of the area the Arabs were taking up? 

Mr. Wise. The area was possibly 50 feet wide by a couple of hun- 
dred feet long. 

Senator Jonnson. Don’t they have any jackhammers over there? 

Mr. Wise. They did not need jackhammers. It broke up without 
the use of jackhammers. 

Mr. Rice. Pick it up with their hands? 

Mr. Wisr. They actually had hand picks which they were using on 
it. I was perturbed because I thought probably they were w asting 
pavement which was unnecessary, that they could have corrected the 
damage by sealing it. 

Senator Jounson. They were certainly wasting a lot of time and 
labor if they had 50 men there on a thing that long. 

Mr. Wise. Senator, the Arabs are only paid— off the record. 

Senator Jounson. Whatever they are paid, if they are not paid 
anything, they are wasting a lot of energy—50 men out there digging 
up a strip 200 feet long ‘and 50 feet wide— -trying to replace some- 
thing that was not done ‘properly to begin with. That is evident. 

Mr. Wise. That is true. 

Senator Jomnson. We just have a series of things here, one after 
the other, that show lack of prudence, and waste and how much speed 
is actually going to cost us. Is not that your testimony ? 

Mr. Wise. Yes, sir. 
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Mr. Rice. We have talked mainly of Nouasseur and Sidi Slimane 
where the airstrips and parking areas are down, There are three 
other sites where they are just beginning the work, placing the con- 
struction camps, and building construction camps and laying out the 
strips. 

You went over to Benguerir which is one of the sites; did you not ? 

Mr. Wiser. Yes, sir. 

Mr. Rice. You had something to sa¥ about the location of the camp 
there. You said on page 9, paragraph 13: 

The contractor's construction camp was constructed approximately 5 miles 
from the runway site. The utilization of this camp for Air Force operational 
personnel will create many transportation problems. 

What do you mean by that? 

Mr. Wisr. My reason for putting this statement in was that, as a 
rule, we like to have our operational facilities as close to the runways 
as possible. 

Mr. Rick. When you say “We,” you mean the Air Force would like 
to have the operational facilities as close as possible to the runways? 

Mr. Wise. That is where they live and sleep and where they work. 

Mr. Rice. So that the construction camp is built on a more or less 
permanent basis, so that the construction camp where the workmen 
live is to be used later on by the airmen, is not that right ? 

Mr. Wise. Not entirely. The construction camp was a temporary 
type construction and as a rule, the construction camp is used for 
overflow or for temporary facilities for the military. What we try 
to do—the Air Force again—is to utilize all construction camps to 
take care of their total military requirements. 

Mr. Rice. You feel that the location of this camp was an unfortunate 
selection ¢ 

Mr. Wise. Yes. 

Mr. Rice. Do you know who was responsible for selecting the site ¢ 

Mr. Wisr. No; I donot. I presume the construction camp site was 
picked by the district engineer and their contractor personnel. 

Mr. Rice. You do not have the idea of the cost of the construction 
camp! 

Mr. Wisr. This was a very cheap one, Mr. Rice. I mean cheap in 
our military construction terminology, possibly less than $100,000. 

Mr. Rice. For the whole camp ? 

Mr. Wisr. For what they had at the time I was there. 

Senator Jounson. Is this report which we have been discussing this 
morning and from which we have taken certain excerpts, still classi- 
fied in its entirety ? 

Mr. Wiser. In its entirety; the report is, yes, sir. There are things 
in there that are classified. 

Senator Jounson. But you have not given the committee any in- 
formation—— 

Mr. Wise. To date we have nothing classified whatever that I have 
discussed this morning. 

Senator Jomnson. Have you attempted to get that declassified ? 

Mr. Rice. It is a very low classification. “Confidential” is the low- 
est grade they can give it. 

Mr. Wise. We could have given it a lower grade classification, Mr. 
Rice, “restricted,” but there is confidential information in there which 
should not be released. 
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Senator Jonnson. I would like for you to give consideration to 
eliminating that confidential information which cannot be released. 
I think you have made a rather good analysis of what construction 
people who lack a reasonable amount of prudence and who accept 
inferior construction have cost the taxpayers of this country. I under- 
stand this project was originally scheduled for $ $300,000,000. Now it 
is revised upward to where it will cost more than $420,000,000—prob- 
ably a 30 or 40 percent increase. 

In this report you say: 

The cost of planned construction in French Morocco was originally estimated 
to cost $300,000,000. Revised estimates indicate the over-all job will cost $420,- 
000,000. 

When was that estimate made ? 

Mr. Wise. Senator may I explain that paragraph ? 

Senator Jounson. Will you answer that question, please? I would 
like for you to. When was the $420,000,000 estimate made ? 

Mr. Wise. The $420,000,000 was made in November or December. 

Senator Jounson. Has there been any revision upward or down- 
ward since then / 

Mr. Wise. Yes, sir; I believe there has been a revision upward since 
my return. 

Senator JOHNSON. To what extent ? 

Mr. Wise. In funds? There has been some additional classified 
construction which is proposed in the general area. 

Senator Jonnson. It involves additional construction and not addi- 
tional cost on previosuly planned construction 4 

Mr. Wiser. It involves additional construction and additional funds. 
I believe if I understand your question correetly— 

Senator Jonnson. Is it for construction that was previously included 
in the $300,000,000 figure, or additional construction they did not 
contemplate in the $300,000,000 figure 4 

Mr. Wise. Some of it was construction included in the $300,000,000 
and there is some other construction which is in addition to the 
original $300,000,000 estimate. 

Senator Jonnson. What is the revised estimate as of now? 

Mr. Wise. During the period of my visit in French Morocco and 
talking with the district engineer personnel they had a revised figure 
of $300,000,000, revised upward to $348,000,000. I tried to check into 
their reason for the increase and there were some legitimate ones. 
For instance, there is a 16 percent increase in construction cost since 
the original $300,000,000 estimate was made in 1950, December 1950. 
That would account for a portion of that increase. Also at that 
time it was not too firm on the amount of square yards of pavement 
we would have and the number of buildings and what-not. I would 
not want to state that our $300,000,000 estimate at the start of the 
job was a definite firm figure. It was our best guess-estimate, if I 
may use that expression. 

Senator Jonson. What is the estimate now ? 

Mr. Wisr. The estimate now, again on the basis of the original 
work, is $348,000,000 but the figure of $420,000,000 is the estimate for 
additional increased work. 


Senator Jonnson. All right. That has been revised as I under- 
stand it. 











332 INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 


Mr. Wise. That has been revised again. 

Senator Jounson. How much has it been revised ? 

Mr. Wisz. I understand the figure is something around $455,000,000. 

Senator Jounson. So our plans there started out costing $300,000,000- 
and they now cost $455,000,000, but a considerable portion of that 
is due to additions that have been made since the original plan 
was worked out ¢ 

Mr. Wise. Yes, sir; that is correct. 

Senator JouHnson. Did you discuss these estimates with General 
Old? 

Mr. Wiss. No, sir; I did not discuss the estimates with General Old. 
I was not able to personally visit with General Old. He called me on 
the phone. He was at Rabat and I was at Casablanca. He phoned 
me about an hour before I was planning on leaving and he discussed 
on the phone with me in generalities the reason why we did not 
pinpoint things because we did discuss certain things that only he 
and I would know about and we could not discuss classified informa- 
tion on the phone, so that is one reason why we did not pinpoint on 
costs. 

Senator Jounson. Will you identify General Old? 

Mr. Wise. Major General Old is the commanding general of the 
Fifth Air Division with headquarters at Rabat, French Morocco. 

Senator Jounson. Did General Old indicate to you his displeasure 
with the standard of the work being done? 

Mr. Wiser. Yes, sir. General Old did mention that it was his 
opinion that we were only receiving 50 cents worth of work out of 
every dollar that we were expending. 

Senator Jounson. You do not share General Old’s opinion ? 

Mr. Wiser. I would not want to state that, Senator, because I did 
not have complete detailed cost breakdowns of the work. 

Senator Jounson. Did General Old have that information? 

Mr. Wiser. I do not know how much he had. I think he was really 
speaking in generalities. : 

Senator Jomnson. Is General Old the top Air Foree man there? 

Mr. Wisr. Yes, sir. He is the commanding general of the Fifth 
Air Division with complete responsibility. 

Senator Jounson. Would you think a responsible official would tell 
you he is only getting 50 cents worth of work for every dollar ex- 
pended without knowing what he is talking about ¢ 

Mr. Wise. I believe General Old knew what he was talking about ; 
but again I think he was talking in generalities. I think he meant 
something 

Senator Jounson. Did he indicate to you that he was alarmed ? 

Mr. Wiser. Yes; he did. 

Senator Jounson. He was concerned about it? 

Mr. Wise. He was very much concerned. 

Senator Jounson. He realized we were not getting value received ¢ 

Mr. Wise. Yes; he did. In fact, he wanted me to stay over there 
and spend more time with him. 

Senator Jounson. Have you heard from him since you left ? 

Mr. Wiser. Yes, sir; I saw him in Washington, I believe it was 
around the 5th or 6th of January. I had quite a discussion with him. 

Senator Jounson. What did he tell you then? 
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Mr. Wiser. He was more interested in my findings than he was in 
telling me what he thought about it. 

Senator Jomnson. And you made available to him this report? 

Mr. Wise. Yes, sir. He received a copy of the report and he read 
it, and we had quite a discussion on the contents of the report. 

Senator Jounson. What did he say in that discussion ? 

Mr. Wise. Well, he still felt that things were not quite right. 

Senator Jonnson. You mean by “not quite right,” that we were 
only getting 50 cents out of every dollar expended and that the stand- 
ards were not being lived up to, and the specifications had been fla- 
grantly disregarded, and generally speaking that there had been a 
huge waste of the taxpayers’ money in this construction program ? 

Mr. Wiser. I feel General Old was dissatisfied with the operations 
more so than any huge waste. I believe actually he was complain- 
ing more of the operational functions of the contractor, the architect- 
engineer, and the district engineer. 

Senator Jounson. But they did prodane waste as we have recited 
here from this report; did they not ? 

Mr. Wise. There is possibly a certain amount of waste, Senator; 
yes, sir. 

I would not want to state that there was huge waste. I do not think 
that is correct. 

Senator Jounson. What would you call it when a major general 
tells you you are just getting 50 cents out of every dollar you spend ? 
Would you call that minor waste? What would you call huge waste, 
about 95 cents out of a dollar? 

Mr. Wisr. No, sir. Again I think General Old was dealing in 
generalities when he said 50 cents. 

Senator Jounson. Now taking your figures: The job was estimated 
to cost $300,000,000; and now it will cost $348,000,000. If you had to 
pay that out of your own pocket, you would think it was huge; would 
you not ? 

Mr. Wise. I certainly would. 

Senator Jonnson. Counsel, do you have any further questions? 

Mr. Rice. Just one. Independent of your inspection, there were 
other inspectors who went up there; were there not? 

Mr. Wiser. Yes, sir; there were. 

Mr. Rice. Who were they ? 

Mr. Wiser. I understand upon completion of my inspection and 
going through the files the day before I departed from French Mo- 
rocco I did find out that Mr. Griffith, of the Asphalt Institute, had 
been there and also a Mr. Weiner who is a materials engineer for the 
North Atlantic division of the Office of Chief of Engineers. 

Mr. Rice. They are here and we expect to hear from them today. 
They made independent surveys then ? 

Mr. Wiser. Yes, sir; they made independent surveys. At that time 
I did not see their surveys. Since that time I have seen them. 

Mr. Rice. You have seen the reports since then ? 

Mr. Wise. Yes, sir. 

Mr. Rice. And in general do they agree with your findings? 

Mr. Wise. Yes, sir. Mr. Griffith and Mr. Weiner both pretty much 
evaluate the scope of the work, the standards and specifications and 
data the same as I have done in my report. 

Mr. Rice. That is all I have, Mr. Chairman. 
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Senator Jounson. Does the Air Force have any rule against ad- 
mitting waste ¢ 

Mr. Wiser. I do not believe they have, Senator. 

Senator Jounson. I want to get back to this operational function 
then that so greatly concerned General Old. Will you elaborate on 
that some? 

Mr. Wise. The operational function ? 

Senator Jounson. You said when he talked to you back here in 
Washington he was not so much concerned with the waste thing as 
he was with the operational aspects. 

Mr. Wise. Senator, the best way I can answer that question is that 
in discussing with General Old the over-all construgtion program in 
French Morocco his feeling was that there was a certain amount of 
work which was being done which was not right. 

Senator Jounson. What do you mean “wasn’t right” ¢ 

Mr. Wise. Insofar as procurement of material and handling and 
stockpiling of material and the number of people on the job and just 
general administrative functions. 

Senator Jounson. Wasn’t being handled on the right day or the 
right month or wasn’t being properly handled, and was being waste- 
fully handled ? 

Mr. Wise. He did not give me specific details. Of course I had 
been there, and I actually 

Senator Jounson. What i impression did he leave with you ? 

Mr. Wisr. He left the impression that it was costing us more 
money than it should for the finished product. 

Senator Jounson. That is what you mean by “wasn’t being handled 
right” 

“Mr. Ww isk. Yes, sir. 

Senator Jounson. Did he leave the impression with you that he 
was concerned about the operational problems you would have after 
this was finished—regulations and standards and specifications being 
flagrantly disregarded ? 

Mr. Wise. The only comment he had on operational problems which 
he thought he might be faced with upon completion of the work 
was that maintenance might be higher than normal and also that 
construction materials or construction equipment that might be left 
with him, he might have difficulty identifying and stockpiling and 
maintaining. That was his general comment. 

Senator Jounson. Do you share his views / 

Mr. Wisr. Yes; I do. 

Senator Jounson. You think that we will be confronted with a 
serious maintenance problem ¢ 

Mr. Wise. I presume we will have a maintenance problem. 

Senator Jounson. That we would not have had if we had not 
sacrificed standards for speed ¢ 

Mr. Wise. That is true. 

Senator Jounson. What it adds up to is that we did sacrifice stand- 
ards; we did disregard specifications and we did attempt to get the 
job done by the target date. We failed on that, and we are now 
confronted with considerably higher expenditure and much more 
difficult maintenance and operational ht than we would have 
had if we had not disregarded the specifications. 

Mr. Wise. That is possibly true. 
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Senator Jounson. And that is the price we paid for speed? 

Mr. Wise. Yes, sir. 

Senator Jounson. Any other questions? 

Very well. The committee will take a recess until 3 o’clock this 
afternoon. 

(Whereupon at 12:07 p. m. the committee recessed to reconvene 
at 3 p.m. of the same day.) 


AFTERNOON SESSION 


Senator Jonnson. The committee will come to order. 

The first witness this afternoon will be Mr. Joseph Connolly. Mr. 
Connolly was formerly chief inspector of one of the subcontractors 
of PUSOM. 

Mr. Connolly, will you raise your right hand, please. Do you 
solemnly swear the testimony you are about to give to this subeom- 
mittee of the Committee on Armed Services of the Senate of the 
United States will be the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Conno ty. I do, sir. 

Senator Jounson. Mr. Rice, you may proceed. 


TESTIMONY OF JOSEPH CONNOLLY 


Mr. Rice. Please give your full name for the record. 

Mr. Connotiy. Joseph Connolly. 

Mr. Rice. How do you spell that? 

Mr. Connoniy. C-o-n-n-o-l-l-y. 

Mr. Rice. Where do you live, Mr. Connolly / 

Mr. Connotty. 171 Amsterdam Avenue, New York City. 

Mr. Rice. Where are you employed now / 

Mr. Connotuy. I am not employed now; I just returned to the 
country. 

Mr. Rice. You just came back from—— 

Mr. Connotuy. I have been in France and Spain. 

Mr. Rice, The most recent job you had was with Atlas? 

Mr. Connotiy. No. I was with Fay, Spofford, and Thorndike. 

Mr. Rice. Will you tell us about your background in the construe- 
tion business. 

Mr. Connotty. I have been 40 years in construction. I have been 
building refineries all over the world. I was in Venezuela for 6 years, 
building refineries down there, with Shel] Petroleum. 

Mr. Rice. You worked for the Anglo-Lranian Oil Co. ¢ 

Mr. Connotiy. At Abidan three different times. 

Mr. Rice. You were down there with Robinson Construction in 
Venezuela ? 

Mr. Connotty. Thomas Robinson Construction and Loomis out of 
New York. 

Mr. Rice. What is your specialty ? 

Mr. ConnoLLy. Pipe superintendent. Anything in petroleum 
around refineries, piping, vessels, anything like that. 
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Mr. Rice. In connection with the job in North Africa, the PUSOM 
people had general control of that phase, did they not, and they sublet 
that in turn to Fay, Spofford, and Thorndike ? 

Mr. Connotiy. Yes, sir. 

Mr. Rice. Where are they from? 

Mr. Connotty. Boston. 

Mr. Rice. They are subcontractors to Porter, Urquhart, Skidmore, 
Owings, and Merril? 

Mr. Connotiy. They are the subcontractors for the tank farms and 
the pipelines. 

Mr. Rice. You were then employed by Fay, Spofford, and Thorn- 
dike ¢ 

Mr. Conno.y. Yes, sir. 

Mr. Rice. What was your title? 

Mr. Conno.ty. I was chief inspector. 

Mr. Rice. Chief inspector ? 

Mr. Connoy. Yes. 

Mr. Rice. When did you go over? 

Mr. Connotty. I left Boston on the 12th and arrived at Casa Blanca 
the 14th of September. 

Mr. Rice. Where were you assigned to go to work? 

Mr. Conno ty. Sidi Slimane. 

Mr. Rice. That is in 1951 you are talking about ¢ 

Mr. Connotiy. Yes, sir. 

Mr. Rice. When you got to Sidi Slimane, what did you find .with 
respect to the plans, the blueprints, and the designs ? 

Mr. Connotxy. I was taken out to work the first morning, and the 
assistant engineer that took me out, I asked him for blueprints. He 
said he didn’t have none. I said, “What are we going todo?” “Well,” 
he says, “That pipe over there—” I looked and saw it, a 6-inch pipe. 
He says, “There will be a man, O'Neill, from Atlas, who is the pipe 
foreman, and you will contact him.” 

I went around looking at what work was in, trying to trace it out, 
and this O’Neill came along. He asked me what I was, and I told 
him. He had worked with me in South America, this man, the fore- 
man for Atlas. 

He told me what I was going to be up against. “Well,” I said, “I 
will give it a try.” 

Three weeks later they made me field engineer of the project. I had 
never left my own area, what was called the west refueling apron. | 
had to make the whole field. 

When I looked at bulk storage and the unloading area, I seen so 
many mistakes it was pitiful. I turned around, and I had seven boys 
there, the oldest one 25. They had never worked in the business in 
their life. 

I contacted my office in Casablanea and asked my chief what you 
do in a case like this. He says, “Just let them carry——.” I said, 
“How can I make a daily report if they don’t know the fittings, the 
pipe, or what it is all about?” “Well,” he says, “That is what you are 
up against.” 

I said, “This company gets a quota of so many men and you are 
going to fill it disregarding whether they know it or not?” He 
wouldn’t answer that. 
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Mr. Rice. What were these seven boys supposed to do! 

Mr. Connotiy. They were inspectors. 

Mr. Rice. Seven inspectors ? 

Mr. Connotiy. Yes. 

Mr. Rice. But they didn’t know what to do? 

Mr. Conno.uy. No, sir. They sent them over with various titles— 
rodmen, surveyors, stuff we had nothing to do with. 

Mr. Rice. What did they pay inspectors ? 

Mr. Connouiy. They got them for $400 to $700. : 

Senator Jounson. Had they had any construction experience at 
all? 

Mr. Connotiy. None whatever. 

Senator JoHnson. The first construction job they had ever been on { 

Mr. Conno.ty. That was the first construction job they had ever 
seen. 

Senator Jounson. Drawing $700 a month being inspectors on a 
construction job and they had never inspected anything before; is 
that right? 

Mr. Connotuy. No, sir. 

Mr. Rice. What sort of age group did you run into there? 

Mr. Conno.tty. Mostly all youngsters, fellows from about 22 right 
up to about 28 years of age. I only met two other ones that ever 
worked in the business before. Those were in the Casa office. One 
was a refinery designer and the other was a retired Standard Oil man 
from China. They were in Casablanca. 

The chief engineer of my project was a surveyor on the New Jersey 
Turnpike. He never had commanded men before. 

Mr. Rice. His previous job was surveyor? 

Mr. Connotiy. Yes; on the Jersey Turnpike. 

Mr. Rice, But they made him chief on this job? 

Mr. Connotiy. Yes; chief engineer of the job. 

Mr. Rice. What was his name? 

Mr. Connotiy. Ralph Adams. 

Mr. Rice. Going back to the situation respecting the drawings or 
the blueprints, you say they didn’t have any / 

Mr. Connouuy. No. 

Mr. Rice. How were they going to undertake—— 

Mr. Connotiy. If you want to know anything, you have to go to 
the pipefitter foreman for Atlas and dig his up and go over his. | 
made a complaint to my office through the mail, which was the only 
way I could reach my office in Casablanca, and then they sent me out 
prints. 

I would find a fault on the print, something that really had to be 
to operate that job, and it would take weeks before I could get a 
revision of it. They wanted to know why. When I explained why. 
they said it wasn’t necessary. 

Mr. Rice. What does POL mean / 

Mr. Connouiy. Petroleum, oil, lubricants. 

Mr. Rice. Fay, Spofford, and Thorndike were subcontractors for 
POL? 

Mr. Connouiy. Yes. 

Mr. Rice. They were designers ? 

Mr. Connouiy. Yes. 

Mr. Rice. Did they have a nickname? 
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Mr. Connotiy. Trip, Stumble, and Fumble . 

Mr. Rice. To fit the initials? 

Mr. Connotiy. Yes; it fitted the initials. 

Mr. Rice. That is what the men called them ? 

Mr. Connotiy. That is what they had up over their tent on a 


big sign everybody could see. I took one of the coowners and showed 
it to him, and he smiled. 


Mr. Rice. Who was St. John Heather ? 

Mr. Conno.ty. He is assistant to Mr. Adams, assistant engineer. 

Mr. Rice. Adams was the fellow who was a surveyor before; is that 
right ? 

“Mr. Connoiiy. Yes, sir. Mr. St. John Heather is 20 years in the 
British Navy as a commander in the last war. He is a British subject 
with no American passport. 

When I arrived, he was the only man who spoke to me. He was 
glad to see me, because nobody ever understood pipe work. I said, 
“T must have took on a good one this time.” He said, “We will get 
along.” There was no cooperation. I asked him, “How are we going 
to do this? You pay more to your outside business than you do- your 
inside business.” 

Mr. Rice. You said that to him? 

Mr. Connotty. I told him. 

Mr. Rice. What outside business ? 

Mr. Connotiy. He has two busses there that run from the city to 
thecamp. He has the import business for beer, the import of whisky. 
He has got his finger in a little bit of ever ything. 

I told him there are plenty of qualified Americans for a position like 
that. I couldn’t understand why he could be on the payroll. 

They sent him by way of London to arrive at Casa Blanca to pick 
up his wife. They brought her and assigned her to an American 
contractor at $400 a month as a typist. Three months later they have 
got to leave her go. She wanted to know why. Mr. Adams says, 
“We found out we cannot have an alien on the American payroll. % 
I said to Adams, “Well, if you can’t have her, how can you have her 
husband ?” 

Mr. Rice. What. was this bus proposition ? 

Mr. Connoitiy. That is a private bus he runs between Casa Blanca 
and the camp. 

Mr. Rice. Who rides on the bus? 

Mr. Connotuy. Natives, Americans, anybody who wants to pay the 
fee, 60 francs. 

Mr. Rice. He runs the bus line? 

Mr. Conno.iy. Yes; that is his bus line. 

Mr. Rice. Did he have that before the job started ? 

Mr. Connotiy. No; he had never been there before. 

Senator Jonson. Employees on the project ride the bus line, do 
they ? 

Mr. Connotiy. Anybody who wants to get to town, when the regu- 


lar bus is not there, they ride that. Anybody can ride it, Arab, or 


whoever you are, if you want to pay 60 francs. 
Mr. Rice. He started a beer concession, too? 
Mr. Connotiy. Importing German beer into the country. 
Mr. Rice. He is a busy man, I guess. 
How about Inspector Springfield? Who is he? 
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Mr. Connotiy. He was a fellow hired at the same time I was. He 
went over and just had a little difficulty with this English fellow and 
he transferred to another base. From there he refused to do anything, 
and so it was just simply go to the—I had men out there when I took 
charge and I told them to take them away because they were in- 
competent. “What do you mean?” “Here is a man you are paying 
$675, hasn’t worked since I have been here.” I ain’t going to tolerate 
that. 

Mr. Rice. Whom did you say this to? 

Mr. Connotiy. To Mr. Heather. He takes all the field of Morocco 
over from Mr. Adams. “Well,” he says, “You have to hide these men 
out until the pipelines are ready.” I said, “The pipeline hasn’t been 
let yet, and it is months away. If you think the morale of the men I 
am trying to break in on this job is going to be low, I will go.” They 
took him to the other base. 

I left February 12, and he was still doing nothing. He had plenty 
of company with him, still on the payroll. 

Mr. Rice. This is Springfield you are talking about? 

Mr. Conno.tiy. Springfield and Willard. 

Mr. Rice. What is Springfield’s first name ? 

Mr. Connotiy. John. 

Mr. Rice. John Springfield. He was drawing money all this time? 

Mr. Connortiy. He was drawing $625. 

Mr. Rice. $625 a month? 

Mr. Connoiiy. Yes. 

Mr. Rice. Straight time? 

Mr. Conno.iy. Hours with them don’t mean anything. 

Mr. Rice. Hours didn’t mean anything for him if he wasn’t working. 

Mr. Connouiy. Even a man working 60 hours—if Atlas worked 60 
hours, the men worked 60 hours. There was no overtime, a straight 
monthly salary. 

Mr. Rice. What was he spending his time doing? 

Mr. Connotiy. In the tent. 

Mr. Rice. Any drinking in there? 

Mr. Connouiy. Yes. Most of them that don’t work, that is how 
they occupy their time. 

Mr. Rice. Do you have something to say about the practice of taking 
brandy out on the job with them? 

Mr. Connouty. They carry it in their water jug. 

Mr. Rice. How do they do it? 

Mr. Connotty. Carry it in their thermos jug. 

Mr. Rice. Brandy? 

Mr. Connotty. Yes. 

Mr. Rice. Ice in it? 

Mr. Connorty. Yes; ice. Pour the bottle in there, put the ice in, 
and take it out to the job. I have had so many complaints from the 
Fifth Air Wing, this major from Rabat said, “Who are these men 
working for?” “Atlas.” “Where do they work?” “I can’t tell no 
man to work th: . didn’t belong to me.” 

But for 5 weeks, starting the last week in December, to the end of 
January, there were 14 fitters never turned a tap because the foreman 
they had was sent to another base. Every time the Army would come 
around they wanted to know what was happening. One man was 
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asleep here, another man reading there. There was a shortage of 
material. 

I would ask Atlas’ foreman, “What about this pipe?” 

Mr. Rice. This carrying of brandy out in thermos jugs—was that 
a common practice or was it unusual 

Mr. Connotiy. There were just certain fellows who did that, just 
certain ones. 

Mr. Rice. Did you know James Anderson over there ? 

Mr. Connotiy. When I first went there, he was a carpenter-form 
builder. 

Mr. Rice. Carpenter-form builder for whom ¢ 

Mr. Connotiy. Atlas, POL. 

Mr. Rice. What was he when you left? 

Mr. Connotiy. He was superintendent of POL. 

Mr. Rice. He was superintendent of POL? 

Mr. Connouuxy. Yes, at Sidi Slimane. 

Mr. Rice. Do yeu think he was qualified to supervise POL? Was 
his previous experience confined to that of carpenter-form builder, 
do you know? 

Mr. Connotty. No, sir. There is a difference between a carpenter 
and form builder. They hire them as ee If the work didn’t 
go up to specifications, I could.stop him, which I did. He didn’t come 
back to the job. He left there and the next I seen him he was superin- 
tendent. He returned from the States again as a superintendent. 

Mr. Rice. What does he draw as a superintendent, do you know? 

Mr. Connoury. $850. 

Mr. Rice. Do you have anything to say about the concrete inspectors 
there? 

Mr. Connotiy. No; they didn’t come under me, the concrete. That 
is PUSOM’s work. 

Mr. Rice. Did you find they were using too many people, for in- 
stance, pipefitters and welders, or that they were adhering to accepted 
job practices ¢ 

Mr. Connotty. From my past experience with pipe and refinery 
work on competitive bidding any contractor would take it on a 6- 
month basis with 30 men, with fitters and welders, and be out after 
6 months or pay out for every day over contract time. But you 
work, you don’t idle your time away. 

Mr. Rice. You would take 30 men, you say, and do it in 6'months? 

Mr. Connouiy. Yes, sir; for the amount of work on the tank farms 
on the base. 

Mr. Rice. What happened over there? 

Mr. Connouiy. Well, for the amount of men—and they weren’t near 
completed after I left, after 5 months, I was there 5, ail thes were on 
it since last June. 

Mr. Rice. How many men did they have? 

Mr. Connotiy. One gang had 17, another fellow had 20, and 
another fellow had 18. ‘Chere were three different pipe foremen on 
POL. 

Mr. Rice. Seventeen, eighteen, and twenty. 

Mr. Connotiy. Yes. 

Mr. Rice. That is 55 men. 

How long did they take? 
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Mr. Connotty. Last June they started. 

Mr. Rice. With three foremen, that is 58. They started in June? 

Mr. Connotty. Yes, sir. 

Mr. Rice. And they haven’t finished yet ? 

Mr. Connouiy. No, sir. The 50,000 cules refuelling apron hasn’t 
even started. 

Mr. Rice. What percentage, would you say, of completion had they 
completed ¢ 

Mr. Connotiy. One-half. 

Mr. Rice. One-half. 

Mr. Connotzy. One-half. Taking the job as a whole, half com- 
pleted. 

Mr. Rice. You said it should be done with 30 men in 6 months? 

Mr. Connotiy. Six months. 

Mr. Rice. It has taken about, in your opinion, twice as long with 
twice as many men ¢ 

Mr. Conno.iiy. Twice as long, three times as long. 

Mr. Rice. You mentioned something about the tanks. Do you have 
something to say about where they were located? That is, where they 
are being fabricated. 

Mr. Connotuy. What they call a 50,000-gallon refueling tank, there 
are 31 of them on a refueling apron, where the planes will evenutally 
be fueled. Whoever had the contract for the steel, last summer they 
sent the heads over without the plates. 

So they have been waiting for the plates to do this job. Here 2 
or 3 months ago they started to build a rolling mill to roll the plates 
out. I asked, “What is this?” “The rolling mill.” I said, “Why 
isn’t this on the job site? It is 2 miles from the job.” “What difference 
does it make?” “The difference is you are having the expense. You 
have to have a crane here at all times with a lowboy, to take it on, take 
it out, Have a crane out there.” 

On all private contracts if I am a pipe man and want a crane, I go 
to the rigging department and have that charged to my job. Over 
there it is not that way. That steel still wasn’t there when I left the 
12th of February. 

Mr. Rice. Where should they have done that ? 

Mr. Connotiy. Right at the job site. 

Mr. Rice. At the _ site ¢ 

Mr. Connotxy. There is plenty of open field there. 

Mr. Rice. Any explanation as to why they did it that way? 

Mr. Connotty. None whatever. 

Senator Jounson. Generally speaking, were there superintendents 
and foremen who were as inexperienced as the inspectors? 

Mr. Connotiy. That was the trouble. You had superintendents 
and superintendents of superintendents, something I had never seen 
before. In other words, you are superintendent and I am your su- 
perintendent. The whole thing melts down to this. 

Senator Jonnson. You mean you had supervisors supervising the 
supervisors ¢ 

Mr. Connotuy. Yes. 

Mr. Rice. But they run bus lines. 

Senator Jonnson. I want to read into the record at this point a 
letter that somewhat confirms what the witness has testified to. It 
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is dated February 29 from 442 Cordoba Street, San Francisco, 


Calif. : 


Senator LYNDON JOHNSON, 
Washington, D. C. 

Dear Senator: After learning of your subcommittee’s investigation of the 
United States Air Force base in French Morocco, I have decided to pass on to 
you some information I have knowledge of. I was employed in San Francisco 
June 21, 1951, by the Atlas Constructors, Ine. I was flown to New York by TWA. 
After 10 days’ delay at New York, I was flown to Casablanca by Military Air 
Transport Command. I arrived in Casablanca July 4. 

I am a journeyman plumber who has some 20 years’ experience, a member 
of the United Association of Plumbers. 

On arriving at Casablanca I was assigned to work on temporary work in 
connection with the Air Force base. To the best of my knowledge and infor- 
mation, some six or seven different foremen, general foremen, and superin- 
tendents that I worked for had never had a job as a plumber or had no training 
in this work or in oil field pipeline work. 

In one instance I was assigned to night work for a period of 2 weeks, in 
which 22 men, along with foremen and inspectors, did not unlock the tools 
and were told by the general foreman that there was no work to do, and the 
men were to scatter out and stay hidden. For this the gross pay was $286.40 
per week. 


I guess that is pay for staying hidden. 

I was assigned to camp maintenance and plumbing, and after 6 weeks trying 
to get tools and material, I went to my superintendent and asked for tools and 
such materials as was needed to carry out my position to maintain the sanitary 
condition of the camp, and I was told if I did not like things as they were, to go 
to the office and get my transportation home. This I did not do, but 2 days later 
I was transferred to a minor routine job, which I refused to accept. 


I was refused further employment and had to return to San Francisco at a 
cost of $700 to myself. 


For the record, I am a Navy veteran of World War IT. T am married and I 
own my own home. I returned to San Francisco September 30 poorer, but wiser. 
The above is only a small part of what happened to me and what I saw while 
there. If this letter will serve in any way to help the squandering of public 
funds, I will say I am glad to have submitted it. 
Yours truly, 


Huon C. WILLIAMS. 

Do you know Mr. Williams? 

Mr. Connotty. No, sir. 

Senator Jounson. Did you ever see him? 

Mr. Connotty. No. 

Senator Jonnson. Do you know anything about the conditions he 
refers to in this letter? 

Mr. Connotiy. Yes, I do. I have seen plumbers there 5 days 
week without any fittings to work with in what we call tent city in the 
Army area, men who are not plumbers, never seen plumbing. 

A fellow who lived in my tent was a coal miner, 21 years a coal miner. 
That is the type of man that wouldn’t leave the job. A good mechanic 
would leave the job. 

T was told on leaving there by good friends of mine who had worked 
in different parts of the world, “What’s the matter? Going soft? You 
are getting a big yearly salary. Take it like the rest of them.” 

I said it is not my way of working. I have worked for concerns 
where you had to produce at all times or you didn’t work. 

Senator Jonmnson. Do you of your own personal knowledge know 
they had foremen and superintendents and superintendents of superin- 
tendents who had no experience in the field they were superintending ? 

Mr. Connotxy. I absolutely do; I absolutely do. 
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Senator Jounson. Do you know of your own knowledge that a num- 
ber of men were prevented from working because they had no tools 
and materials to work with 4 

Mr. Connoutiy. Absolutely. 

Senator Jonnson. Do you know of your own knowledge that men 
were instructed to hide out and while they were hiding out they were 
paid a weekly salary ? 

Mr. Conno.ty. I was told by my own chief to hide them out, as I 
told you, and wait for a pipeline, which was months away, and when 
the pipeline started, just the ditching of it, it is in operation 2 weeks 
and my office don’t know nothing. They have 16 men sitting by. 

The whole pipeline in Morocco would take four inspectors. Any 
base will take one sheet for two men that know the business to cover 
the field. 

Senator Jonnson. How many did they have ? 

Mr. Conno.iy. Sixteen in one place, 20 at another place, 16 waiting 
on the pipeline, sitting around the camp. 

Senator Jounson. You are testifying under oath before this com- 
mittee of the United States Senate that your boss instructed you to 
hide men out and those men were paid for hiding ¢ 

Mr. Connotty. Yes, sir. I told my coowner from Boston. Ef said 
if he was going ? build a mansion, he wouldn’t go to his local tailor. 
He said, “No.” I asked, “Why do you rob the taxpayers this way? I 
see your point. Y ou are allowed a certain quota of men here and you 
are going to fill it.’ 

We have an office in Casablanea with 35 people in it. There are nine 
stenographers there and one would do. The rest sit around cutting out 
paper dolls and having their tea. You can have beer in the office if 
you want a beer. 

Remember, these people are on per diem, the office workers, they are 
on Government per diem besides their salary. 

Senator Jounson. What is the name of this chief of yours who 
mstructed you to hide the people? 

Mr. Connoniy. Adams. 

Senator Jounson. What is his given name or initials? 

Mr. Connoxty. Ralph. 

Senator Jounson. Ralph Adams. How many people did you hide? 

Mr. Connotty. I didn’t hide none. I demanded they take them 
off the base or I go and he shoved them to the other base. 

Senator Jonnson. What did they do when he moved them ¢ 

Mr. Connotuy. He just put them at the other base and hid them 
out, that is all. Hiding out is just simply eat and sleep, go to town 
when you want to, and you are on the payroll. 

Senator Jonnson. That shouldn’t be very difficult to get men to do. 

Mr. Connouty. You have got the type of man who has never been 
on construction. He is getting more money than he ever thought he 
would receive in his life. I tell them it is a -Cook’s tour for them. It 
is simply a Cook’s tour. 

I had one base 10 years ago, but that was nothing like that. Them 
men worked 10 hours, they worked 10 hours and ‘produced. Get in 
and get out. 

One good remark that I heard over there by an electrical engineer 
who knew the business was, “If we were working for ‘Uncle Joe,’ we 
couldn’t do a better job than we are doing right here.” 
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I was the first man to put gasoline through the plant over there 
for the Army. When the Army first asked me, I told them no. Col- 
onel Holman said, “You have always been cooperative.” My chief 
says no instructions. I says, “Colonel, you get in touch with Rabat 
there and get this str: aightened out.” 

They had a big meeting on Friday, and from General Old’s office 
the major came out. “Who told you that, Mr. Connolly?” I said, 
“Here he stands right here beside.me.” He says, “Adams, I have 
asked you dozens of questions and you stutter. Mr. Connolly tells 
you to your face you don’t know what it is about, so you can’t answer. 
Now he is going to show us how to operate this.” 

You have got 210 valves, you have got soldier boys to operate them. 
They don’t know one from the other. I done something, even on 
specifications—I had wooden tags made naming each of the four 
fuels that go through and tied them on the valves. I numbered their 
pumps, what that pump would carry in fuel. 

I told the young lieutenant who was put in charge of these boys, 
“This water proposition, we are going to have it all the time be- 
cause the tanks, they put the suction 3 inches from the bottom of the 
tank, never allowed what we call a water cushion.” All fuel carries 
water. 

We got an order one Friday afternoon from the Army to come 
out there and load two B-50’s out. I said, “Get two trucks here, 
6,000-gallon-tank trucks.” “What for?” I said, “Because we are 
going to put the water in there. We are going to keep it running 
until we get it pretty near clear gasoline. We are going to waste a lot. 
We will leave it settle and then we will push it back; we will draw 
it off and push it back in again. You will have this as long as you 
have the plant in operation. You know I wasn’t here when bulk 
storage was built. I would have made an excavation on those lower 
lines.” 

The plan calls for 3 feet from finished grade. I got a shovel over 
there and told the operator to go very easy, “You are only going 3 
feet.” At 6 he said, “Where is the pipe?” At 8 we reached water. 
Here you would hit water at 5 feet and a hundred meters away it 
will take 10 feet. When I got down to it, the line was under water. 

There were four lines, four 8-inch lines, under water. I put a pair 
of boots on and went down and I felt the wrapping on it, and it all 
crumbled in my hand. I said, “This is one for the book. If it is 
down that far here, what is it when it gets to the tank?” It was 22 
feet on the intake side of the tank. 

I tell my head. He said, “We knew about that. We made a mistake. 
They took feet for meters and went down that depth.” 

The life of that pipe won’t be a year in the ground. It is impossible. 

Senator Jounson. What kind of soldier boys are you talking about 
working on this? 

Mr. Connoitty. The Army Air Corps boys, the Fifth Wing boys. 
No civilians there. 

Senator Jounson. Army Air Force personnel? 

Mr. Connotiy. Yes. 

Senator Jounson. Without any experience? 

Mr. Conno.iy. No experience, never saw one before. That is what 
I was instructed to teach them. He said it wasn’t in the contract. 
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I said, “Contract or not, if I sold you a house with thermostatic heat 
in it, you would ask me to send somebody over to show you how to 
control it.” 

Senator Jounson. How many Air Force boys in uniform did you 
have working with you? 

Mr. Connotiy. Twelve of them, 12 boys there. No matter what 
suggestions you make that you know is proper and has to be, you 
have got to fight it every way with my company. I asked the chief 
engineer, Mr. Jones, of my company on the west fueling apron last 
November, “Tell me how you are going to operate this plant.” 

He says, “It is simple. You have got it in.” I said, “Yes, I can 
see that. Your bulk storage is a mile over there, here is your 25,000- 
gallon fueling station. It is coming in here, passing through these 
separators, going out that feed line into your meter pit. It goes 
through a filter there, into the meter, into a hydrant, into the plane.” 

He said, “Yes.” I said, “Now, here is your defueling line tied into 
your relief line, tied into the fill line for the 25,000-gallon tank with- 
out a block anywhere.” 

“Wouldn’t it operate?” I said, “Mister, if we was defueling at 
that time and we are loading the 25 at the same time from bulk 
storage, we are going to push. the two together. Where are we go- 
ing? We are going nowhere. What do we need? We need a check 
valve here.” 

Senator Jonunson. What did the Army officials in charge of this 
job say to complaints ? 

Mr. Connotiy. You had a district engineer on that job represent- 
ing the Army Engineers. 

Senator Jounson. Was he familiar with these conditions that you 
pointed out ? 

Mr. Connoiiy. No. 

Senator Jounson. Why wasn’t he? 

Mr. Conno.iy. Because he was not—we were going to paint and 
a man comes into my office and says, “When are we going to paint 
tanks? Atlas is rigging up today. Don’t you think it would be ad- 
visable to paint the inside first ?” 

I said, “Paul, never let nobody hear you. We are carrying av gas 
in those tanks. We don’t paint them inside. We paint the outside.” 

Senator Jounson. What has that got to do with it? 

Mr. Conno.iy. The men don’t have the ability. 

Senator Jounson. You mean the engineer in charge doesn’t have 
the ability ? 

Mr. Connoiuy. That is just it. 

Senator Jounson. That is the Army engineer ? 

Mr. Connouuy. Yes. 

Senator Jounson. What is his name? 

Mr. Connotiy. Paul Gill. 

Senator Jounson. He is resident engineer / 

Mr. Connotiy. Yes; at Sidi Slimane. 

Senator Jonnson. Do you think that is generally true of all per- 
sonnel under him—that they are inexperienced ? This man writes 
about the superintendents and the inspectors and the assistant super- 
intendents. 

Mr. Connotuy. Mr. Anderson was put over POL, all pipe. He is 
a form builder. The man who previously had that was raised to a 
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higher position at Casa Blanca, Mr. Larkins, a rigger. They only had 
one pipe man in the whole base, and that was Mr. O'Neill. 

He is a man of thirty-some-odd years’ experience at it. He was area 
foreman at this plant at Hanford, Wash., and I took him to South 
America as area superintendent down there on the Shell job with me. 

Senator Jounson. Mr. Anderson was superintendent for the POL? 

Mr. Connotiy. POL, just the pipe. 


Senator Jounson. What experience had he had that equipped him 
for that work? 

Mr. Connotiy. As I told you, he was a form builder, a concrete 
form builder. It is not your experience, it is who you know. 

Senator Jonson. Can you elaborate on that some? 

Mr.. Connotty. Here is an instance of a case where a man worked 
in Arabia for 6 years. In Casa Blanca a bunch of these fellows in 
Arabia got pretty good positions. He isa pipefitter here, but he can’t 
make the grade. So he takes off to Casa Blanca and makes connec- 
tions, so he is goitig to be superintendent of instruments on base. How 
can he do instruments if he don’t know pipe, a baker? 

Senator Jonnson. I guess from your testimony a baker becomes 
a pipe man and then becomes—— 

Mr. Connotiy. Superintendent of instruments. 

Senator Jounson. Why? 

Mr. Connotiy. The crowd in Casa Blanca was previous with him 
in Arabia holding a big position. You could have all the experience 
in the world. 

Senator Jounson. What do you mean by the crowd? 

Mr. Connotiy. The people in Casa Blanca, the supervision there. 

Senator Jounson. The Army engineer in charge or the architect- 
engineer ? 

Mr. Connotiy. The Army engineer, the contractor’s men, Atlas’ 
people. 

Senator Jounson. Did he work for Atlas as a baker? 

Mr. Connotiy. No; he was with some oil company in Arabia there, 
doing pipelines and refineries, and stuff out there. Esso of California, 
I think, has been out there. 

Senator Jonnson. What did Atlas have to do with that? 

Mr. Connoiuy. He is working for Atlas now. 

Senator Jonnson. Did they know him in Arabia? 

Mr. Connor. No, but these fellows in charge in Casablanca knew 
him in Arabia. 


Senator Jounson. They had formerly worked for an oil company ? 

Mr. Connotty. Yes. 

Senator Jonnson. So they take their friend, the baker, and make 
a pipe man out of him and then give him the job of superintendent of 
instruments. 

Mr. Connotiy. That is the way it worked. I seen in the case of 
a carpenter there in January, he set a doorframe and he couldn’t do 
it. Make him an electrician—worse still. The electrician foreman 
says, “What are you?” He says, “I am an accountant.” 

They send him to Casablanca to a good job. 

Senator Jounson. As an accountant ? 

Mr. Connotiy. Yes, sir. He originally came over as a carpenter. 

You see, in these jobs, instead of hiring competent men they let 
them go through employment agencies, and all they are interested in 
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is the fee, 5 percent of the yearly take. Pay a man $2.75 an hour, a 
40-hour week, plus overtime, and it makes big money. 

So the employment agency ain’t interested in that job out in Mo- 
rocco. They are interested in supplying that man to get their fee. If 
a competent man went into the personnel of a company, they are not 
hiring, but if he goes to the employment agency he is hired, if he wants 
to pay a fee. 

Senator Jounson. You have related two examples. Do you think 
those examples are generally typical or do you think it is just two 
cases where they misjudged’ a man and it was a matter of a misfit? 

Mr. Connotxy. That is typical of hiring. I have hired myself. 
I have been on the road hiring myself in the United States for the 
Loomis Co. 

Senator Jounson. You think that is one of the reasons for the 
waste that has been described—that they take a baker and make a 
superintendent of instruments out of him, and they take a carpenter 
and make an accountant out of him, and take an accountant and make 
a carpenter ¢ 

Mr. Connouiy. Absolutely. As I told you in my own case with 
my own men, a man brought over as a rodman was made an inspector 
of pipeline pumps. It just cannot be done. Besides a theory you 
must have practical knowledge. I have during the course of years 
met some good theory engineers, but, practical, they were absolutely 
out. 

But put them out in the field there where the work is going on and 
they are out. 

Senator Jounson. A baker would not have much theory about in- 
struments. 

Mr. Connotty. No, his theory would be just on dough, but he is 
going for the right ‘kind of dough called dollars. 

Senator Jounson. Were these conditions of idleness and men hiding 
out, men being improperly assigned, brought to the attention of the 
top men ‘ 

Mr. Connouiy. Yes, sir. You take the electrical department on 
that base. They had five good mechanics that absolutely refused to 
work for the superintendent because he didn’t know nothing. The 
man was never in the field. They would go into the office and make 
a complaint. They wanted a transfer or else. Else meant home. 
Well, three of them went home; they could not be transferred. They 
said, “We come over here to work. We can’t. work wnder a man of 
that type. He don’t know what it is all about. He never comes in 
the field. If you send an order into him you never get no attention.’ 

Senator Jounson. Who do you think is responsib le for this situ- 
ation? Do you think it is the engineer in charge for the Corps of Engi- 
neers? Do you think it is the architect- -engineer, or do you think it 
is the contractors? 

Mr. Connotty. It is each man that has a contract in Morocco 
whether he is the architect-engineer, Atlas Co., PUSOM, or the Corps 
of Engineers. You must remember, Senator, if there is going to i. 
an investigation of a base, we know it 2 months before you ever 
arrive. E verything i isknown. “So-and-so is coming.” “General Pick 
is coming.” E verybody in the field looks awake. They don’t look 
awake. They are in the field. To understand these bases you have 
to work on them, get among the men and know your men. And watch 
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the line of work day after day. I will say honestly in pipe fitting and 
the end that I had charge of over there, there were not 4 hours out of 
any 10 given to work—4 hours out of 10. 


Senator Jounson. You mean the men were paid for 10 hours work 
and did not work 4? 


Mr. Connotiy. Did not work four. 

Senator Jounson. That applied to all men working under you? 

Mr. Conno.iy. Not under me. IT was not in the pipes. I had the 
inspectors over the pipe fitters. I could not complain about that, I 
could tell their superintendent but he would pay no attention to me. 
Tam not an Atlas man. 

Senator Jonnson. What did he say when you told him? 

Mr. Connotiy. “We haven’t got material.” “We haven't got this.” 
I said, “Look, the Army is asking for bulk storage so we can bring 
rail cars in here. I need eight elbows, six by three reducing elbows. 
You have got to have them.” “Look, Mr. Connolly, we have tried 
every place.” I sent to my company to send a cable to get an air lift 
which took 3 weeks to get through red tape. Out came Major Fabian 
from Rabat. “What’s the hold-up?” Itold him. He took his book 
and said, “I’m leaving for iW akinaton tomorrow. Where is this 
stuff? Is it in Morocco?” I said, “From what I understand it is in 
Newark, N. J., on the dock.” 

Ten days after he left that stuff came over by air lift. If that man, 
a major in the service, in the armed services, can get it out, why can’t 
these tracers of material get it out? 

Senator Jounson. Who did the major work for, the Air Force 
or the Army? 

Mr. Conno.ty. He is in the service. 

Senator Jounson. He will be in the service, whether Army or Air 
Force. Was he with the Air Force or the Army ¢ 

Mr. Connotxy. Air Force. 

Senator Jounson. What office did he work out of? 

Mr. Connotiy. Rabat under General Old. He is on the staff down 
there. He was the man that always complained about the lack of 
work being done—the sleeping, the drinking. 

Senator Jonnson. The major? 

Mr. Connoniy. Yes. 

Senator Jounson. What is his name? 

Mr. Connouiy. Major Fabian. 

Senator Jounson. You remember his first name? 

Mr. Connotiy. No, just Major Fabian. 

Senator Jounson. Did you ever see General Old on the job? 

Mr. Connotiy. No; I seen General Pick when he come over and 
Colonel Holman in charge of the base for the Army. 

Senator Jounson. Where did you see them ? 

Mr. Connotiy. Who? 

Senator Jonnson. General Pick? 

Mr. Connotiy. When he made a tour of the base there. 

Senator Jounson. Did you see him come in, or see him while he was 
there? Did you talk to him while he was there? 

Mr. Connoxy. No; I did not talk to him riding around in big cars; 
did no talking to him. 

Mr. Rice. Was there a fire in the warehouse at Sidi Slimane? 

Mr. Conno.iy. Yes, sir. 
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Mr. Rice. What was that all about ? 

Mr. Connoutiy. That started at nighttime. This warehouse is right 
in tent city where we live, all the construction is. Started late at night, 
somebody hollered “fire,” and by the time we got out, it was impossible 
to get near there. 

The first fire department that came grabbed the hose but there was 
no water. So they sent out to the Army which is 3 miles out back of 
us, to bring their trucks in. Well, they had to load their trucks. When 
they come in they could not get near. The story was she burned to the 
ground. Now there had been an investigation in Casablanca in the 
supply department previous to that and we heard about an arrest 
being made down there. So somebody says, “We want to get rid of the 
local purchase records here.” An awful lot of stuff was purchased 
locally over there. 

Mr. Rice. A procurement officer was arrested down there. What 
did they have in this warehouse? Did they have receipts? 

Mr. Connotiy. They had all the records for the local purchases for 
that base, all those records were in there. They were all burned up, 
too. 

Mr. Rice. Lost in the fire? 

Mr. Conno.uy. Very strange that there was an investigation out 
there, word comes out there, and that one goes up that night. 

Mr. Rice. Were the tanks at Nouasseur in line or were they out of 
line? 

Mr. Connotiy. The assistant chief engineer told me they were out 
of line the same as mine was at my base. In the erection of a tank, it 
is always in the trade that after a tank is built you fill it with water 
to test it because it is a welded tank. 

Mr. Rice. Do you call that sagging? 

Mr. Conno.ty. You leave it after it is tested for 2 days, then drop 
it down, keep two-thirds in for sagging for about 2 weeks so it will 
settle on this base. When I asked was that done previous to my going 
to Morocco, “Why, no.” I said, “How did you test them?” They put 
a fellow on a ball with a crane with a squirt oil can on the inside, 
squirting it. I said,“You can never test a tank under that condition.” 
I says, “Now here is your reports every day. Your tanks are sagging. 
You have got one listing a bit. What are you going to do when they 
fill them?” 

Well, there did come a day when we had to fill a 55,000-tank for the 
Army. That was done by tank truck. We are going to turn the 
plant over tothe Army. They come to me and said, “You pump that 
tank over to that one that is painted.” I said, “Gentlemen, it can’t 
be done.” “What?” 

I said, “No: it can’t be.” 

“Your company——” 

“1 don’t care what my company tells vou. It can’t be done.” 

“You mean to say they had no cross?” 

“No cross connection.” 

“Tt’s a long way round.” But they never made no cross connec- 
tion for you to pump from this tank to that tank. 

Mr. Rice. Were the tanks in line or out of line / 

Mr. Connotiy. Out of line. 

Mr. Rice. That.was due to the fact that they were not properly 
installed ? 
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Mr. Gonnotty. That is the whole thing. Never allowed for sag- 
ging. 


Mr. Rice. When it started raining out at Nouasseur, what effect 
did that have on it? 
Mr. Connotiy. That is the same out at my place. It eats the whole 


base away, just washes the sand. There is just sand there—not com- 
pacted. 


Mr. Rice. Does that affect the tanks any? 

Mr. Connouty. Eats right under them. They come out and fill it 
up the next day but there is no chance of compacting underneath the 
tank once it has set there. 

Mr. Rice. Did you ride over the airstrips / 

Mr. Connoity. Yes, sir; many a time. 

Mr. Rice. What did you find there? 

Mr. Connotiy. Nothing but pockets. I seen them go over strips 
three or four times. I seen them tear strips up. 

Mr. Rice. Were they level or wavy? 

Mr. Connouiiy. Wavy. All strips are made with a drainage that 
goes this way to the side. 

Mr. Rice. With a crown? 

Mr. Connotay. From the crown to the shoulder. Them were this 
way. 

Mr. Rice. You feel that riding over the area in a jeep? 

Mr. Conno.uy. If you ride over it you feel it, and they come along 
and instead of digging that up, they put a top on it, a coating. That 
wouldn’t help it none. 

Mr. Rice. What are “as-built” drawings ¢ 

Mr. Connotiy. “As-built” is a thing that takes a lot of a man’s 
time. After a job is in you make a drawing. In the first place, you 
have a plan to make a job from, your blueprint. It gives you eleva- 
tions, your pipes, your tanks, everything. After that is all in you 
make an “as-built® drawing of it. I refused absolutely on my base 
for my company. I told them it was a waste of time and money. 

Senator Jounson. You were wasting a considerable number of 
men. As I remember, you testified you ‘had fiftv-odd men doing the 
job that five should do. 

Mr. Connouty. I was not wasting men. I am just working for the 
company. That is why I am out. “T could have still been drawing a 

yearly salary there, taking life easy riding around in a Plymouth sta- 
tion wagon. 

Senator Jounson. But you did testify that there were 52 men on 
the job that 5 men could have replaced ¢ 

Mr. Connoutiy. Any base there, Senator, would have taken three 
men as inspectors in POL, but they have to be competent men and 
no pipe work and tank work, and three of them will cover a job, and 
if it was a private contractor doing this for a private concern that 
is What you would have. 

Senator Jounson. Instead of ? 

Mr. Connouty. Instead of having one-hundred-odd men all told, 
in one organization. 

Senator Jounson. You are upping the ante a little bit. You are 
testifying now that three men working for a private contractor on a 


private job could have done the same thing that a hundred men were 
doing on this job? 
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Mr. Connatiy. When I left they had 101 men—— 

Senator Jounson. Is that correct? 

Mr. Connotiy. When I left they had 101 men in my organization. 
In the office there were forty-odd. Most of them were staying at the 
camp waiting on the pipeline. They were going to have 16 men on a 
pipeline; 16 on the base as inspectors. I had when I took over 14 
inspectors. I made them take them away until I had four. 

Mr. Rice. I have a letter here that was addressed to Senator Hunt. 
I will read you part of it and see what you have to say about that. 
It comes from Phoenix City, Ala. It is dated February 27, 1952. It 
says [reading]: 

Re Atlas Construction on French Morocco Air Base. 

I have just come cff of one of those jobs and after reading what you had to 
say in the newspaper I am writing you what I know. I am an electrican and I 
have been for 32 years. I have had good jobs most of the time. I have been 
foreman and general foreman on jobs in the States and out of the States. I 
served out an 18-month contract in Saudi Arabia for which I was awarded a 
certificate for good workmanship. I am going into detail on my record so 
you can see how rotten oversea Government jobs are run and how taxpayers’ 
money is being wasted while hundreds of men stand idle. I went to French 
Morocco air base known as Sidi Slimane on electrical work. I found soon after 
I got there that men were leaving as fast as they got there. 

As you know, this is another added cost to the taxpayer due to the expense of 
getting men over there. On this job I found an electrical superintendent not 
to be an electrician but an electrical expediter, or what I would call an ex-stock- 
room boy, although this man draws $1,000 a month salary to supervise the elec- 
trical work. 


Did you have any experience with stockroom men or expediters? 

Mr. Connou.y. Only on one occasion—that is when the Army is 
pushing for the bulk-storage area—I needed 8¢-, %-, and 34-inch pipe 
to finish drains on the pumps. I kept at Atlas. They showed me six 
requisitions which they sent in to Casablanca. Each one come back 
“Not in stock.” ‘ 

After 6 weeks of this, I seen the fitters working. “Where did you 
get the pipe?” 

“The foreman said it has been lying in the place down there for 2 
weeks.” 

In other words, it had been delivered from Casablanca and nobody 
was notified about it. 

Mr. Rice. On the job all the time and they did not know it was 
there ? 

Mr. Connotiy. That is it. You see, if you send to a storeroom 
hike that for material, and you have a stockman who don’t know ma- 
terial, it comes back “Not in stock.” You have to know material to 
order it out and issue it out. 

Mr. Rice. This goes on to talk about this superintendent. It says 
(reading) : 

He was a man drawing a salary of $1,000 a month to supervise electrical work, 
and he was also furnished a car for his work and personal use. 

Do superintendents have cars furnished to them ? 

Mr. Connotiy. Absolutely. They all get a station wagon. That 
is what we call “off base.” If they want to go up to “Casa” or any- 
where, I can go. That don’t come in for the common man, though. 
He rides a truck. 
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Mr. Rice (continues reading) : 


Found general foreman was an ex-bartender and had no knowledge of elec- 
trical work. This man was made general foreman by the above-mentioned su- 
perintendent. The superintendent would keep hundreds of us idle for as long 
as 30 days at a time. The men who were allowed overtime are the men who 
would not do 30 minutes’ work in 8 hours. In my opinion these men are used 
to prolong the job by the supervisor in order that they may make their job last 
as long as possible. 

I saw an experienced operator removed from the generating plant and re- 
placed by two of the superintendent's friends who were drunk the night they 
were put on duty. 

This is just one of the many things I saw. 

He goes on to tell about other things and says he is now employed in 
this country in an H-bomb plant. 

Would you say that is a fair appraisal ? 

Mr. Connotiy. That is the whole appraisal of the job. They pro- 
long the position they hold there because the type of man who stays 
there is the type of man who could not work at construction in the 
United States. He has not. the ability to get a position here in con- 
struction. So, while he is overseas he is drawi ing big money, and the 
longer the job lasts, the longer he is going to stay overseas and draw 
big money. 

Senator Jounson. Could IT summarize some of the points you have 
made and get your answers again for the record ¢ 

I think you testified that when you were assigned to the job no blue- 
prints were available. 

Mr. Connoty. Yes, sir. 

Senator Jonnson. It is your view that Mr. James Anderson, the 
Atlas superintendent of POL was totally unqualified by training and 
experience for his work, as he had been a former concrete-form 
builder. Is that right ? 

Mr. Conno.ty. Yes. sir. 

Senator Jonnson. He was made superintendent of the job for which 
he had no experience or qualification ? 

Mr. Connotiy. Absolutely none. 

Senator Jounson. Inspector Springfield admitted that he, Spring- 
field, knew nething about the work he was going to do and had no 
training or experience for it? 

Mr. Connotiy. The other man who went with me was the same. 
The three of us went over together TWA via Paris, and the other 
fellow was just the same. He was an air-condition salesman, window- 
box air-condition salesman. 

Senator Jounson. What was he assigned to there / 

Mr. Connotiy. Chief Inspector at 625. 

Senator Jounson. A window-box salesman becoming chief. in- 
spector and being flown over ina TWA plane for a job he knew nothing 
about ? 

Mr. Conno.iy. Yes. 

Senator Jounson. Do you believe it is common practice for the 
men who were working on the job to come to work with jugs of 
brandy and ice, and to loaf and drink frequently on the job? 

Mr. Connoity That was very common. 

Senator Jounson. The PUSOM concrete inspectors knew nothing 
about their work and were just boys fresh out of school with no ex- 
perience ? 
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Mr. Connotiy. When one comes along that knows his business, he 
gets off the job and returns home. 

As I tell you, no man who knows his business and has any pride 
would stay on a job like that. 

Senator Jounson. If the job could be done with competent help, 
25 men 

Mr. Conno.tiy. Any job like that would have terminal storage. 

Senator Jonnson. Instead of that, there were three crews totaling 
90 men, and the job is nowhere near finished, despite the fact that it 
was begun last year ? 

Mr. Connouiy. Yes, with overtime and all. 

Senator Jonnson. Thirty-one 50,000-gallon tanks are being fab- 
ricated 2 miles from where they are being installed. These tanks will 
have to be transported 2 miles after they are completed in order to 
mstall them ? 

Mr. Connotxy. Yes, sir. 

Senator Jounson. Is there any justification for that? 

Mr. Connotty. No justification. If we were doing the job in the 
refinery, we would do it right on the job site. 

Senator Johnson (reading). 





Electricians and other workers drew pay while being idle and awaiting ma- 
terial. Pipe fitters put in long periods of idleness until it was discovered that 
the necessary pipe for which they were waiting was on the ground behind the 
warehouse, 

Mr. Connotiy. That is right. 

Senator Jounson. Expediters and material handlers are incompe- 
tent. They don’t know what the articles are that they are handling, 
and when sent out to get something they come back and say that none is 
available, although there might be cases of the article on hand. 

Mr. Connotiy. Yes. 

Senator Jounson. You believe there is considerable overstaffing 
in the office and in the field, and I think you said eight stenographers 
were doing the work that one should be doing ? 

Mr. Conno.ty. One, yes. You take in any branch over there, any 
contractor, why, they need so many engineers—Atlas carries their own 
crew of engineers. PUSOM comes along; 405 people they have, and 
then we come along with ours. You could build six cities with the 
engineers they have got over there alone. Another thing there is the 
overtime. 

Senator JoHnson. Are you classing these engineers now as in- 
spectors¢ I think you said 16 inspectors for the pipeline were on the 
job and being paid b ‘fore any pipe was laid. 

Mr. Conno.uy. I doubt if the pipeline is started yet. There was 
some dispute on the contract with the French. 

Senator Jounson. If they are inspectors of the pipeline, what are 
they inspecting if you have no pipe 

Mr. Connotiy. That is what they were sent over there for, so they 
are hiding them out until the pipe comes in. They told me to hide 
them out, and I refused. I said, “You are talking about something 
months away.” 

Senator Jounson. You had 16 inspectors for a pipeline, with no 
pipe, and your job was to hide them out until the pipe got there ‘ 

Mr. Connouiy. Yes, sir, hide out until it gets there. If it comes 
next year it is all right with them. So, you are paying those men a 
year’s salary for nothing. 
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Senator Jonnson. Do you think it is all right with the taxpayers 
paying that bill? 

fr. Connotiy. That is my own personal view of it. If I want to 
be a thief, I want to be a good one, but when it comes down to the 
taxpayers’ money, as I told my head engineer, you can have this one. 

Senator Jonnson. You realize—don’t you !—you are testifying un- 
der oath? 

Mr. Conno.ty. I realize what I am testifying to. I am telling you 
the truth in every word I tell you. 

Senator Jounson. Did you hear Mr. Wise testify this morning? 

Mr. Connouy. Yes. 

Senator Jonnson. Mr. Wise testified largely from a report that had 
been classed “Confidential,” which is a rather low classification, but 
the American people cannot: read that report in its entirety because 
it has been classified. But there is no reason why they can’t hear 
what you have to say and what these other men have to say who are 
constantly corresponding with this committee. I hope when they do 
know the facts that they will wake up, and we will be able to put a 
stop to this waste that is taking place. 

Mr. Connotiy. That was my question. You waste the money com- 
ing before this committee. Is there anything going to be done after 
this committee is finished? Are they going to clean it up, or is it still 
going to carry on, and next will be bases in Spain or somewhere else 
and the same thing over and over? If the taxpayers of the United 
States, the common people, knew what happened to their money, they 
would revolt on paying taxes if they knew of the way it is thrown 
down the drain over there. 

That is only one base. We have got other bases going up. I have 
had men tell me that has Ninoenel al through the South Pacifie— 
Guam, Wake, and all these. I do not know; I never worked for them. 
This is the second time I ever worked on a Government job, and it will 
be the last time. 

Senator Jonnson. You think that was the general feeling among 
the qualified competent men that went over on this job? 

Mr. Connotxiy. That is why they do not stay. They get there, and 
a month or 2 months later they are out of it. 

Senator Jounson. Do you think that explains why one out of every 
four comes back before his time ¢ 

Mr. Connorty. Long before their contract ever expires they return 
home. 

Senator Jounson. What would you suggest the committee do to 
prevent a recurrence of the situation that has been described this 
morning and this afternoon ? 

Mr. Connotiy. The only suggestion I have is you have to have 
competent construction men who understand construction to go in 
there. ’ 

Senator Jounson. Presumably the Corps of Engineers has had some 
experience in construction and knows how to select contractors who 
have had experience. Do you question the Corps of Engineers’ selec- 
tion of competent engineers on this assignment ? 

Mr. Connotiy. They may have. Morrison-Knudsen has a good 
name as a contractor, but the heads of that company do not know what 
the office help is doing on the hiring. That is the whole thing. You 
would have to have people go in there with their hands loose, not 
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tied, and work around there and they could see for themselves what 
happens. 

In Nouasseur, making the new headquarters base down there, you 
can see the squandering of money for private homes; the commis- 
saries—they are something private companies do not allow. Families 
on the job—if Iam going to Abadan, Iran, as project manager, I cannot 
take a family w ith me because you lose the morale of your working- 
man. Every man who is married might love his family and would 
like his wife with him. Just a certain few can have their wives there. 
It’s a great expense to people. The majority finally works them in on 
the payroll. 

Senator Jounson. You would describe your experience there and 
what you saw while you were there as indicating that conditions were 
disgraceful with public money being squandered and a fraud being 
perpetrated on the taxpayers? 

Mr. Connotiy. Absolutely. I just returned on the Constitution, 
boarded in Gibraltar, and there were 60 Atlas men on there—not one 
contract completed, not one of them. 

Senator Jounson. You mean 60 men went over to do the job who 
have come back and quit because of the conditions you describe ¢ 

Mr. Connotty. Conditions over there, yes, sir. 

Senator Jounson. Any other questions, Counsel ¢ 

‘Mr. Rice. I do not think so, Senator. 

Senator Jonnson. Thank you very much, Mr. Connolly. You are 
excused. 

Is Mr. Wise in the room? Mr. Wise, will you come back to the 
table, please ? 


TESTIMONY OF JAMES WISE—Continued 


Mr. Wise. Yes, sir. 

Senator Jonnson. Will you outline for the committee, Mr. Wise, 
how the Corps of Engineers or district engineers are selected for con- 
struction work such as we have been talking about ; how the architect- 
engineers are selected; how the contractors are selected, and on what 
basis these men are designated ¢ 

Mr. Wiser. I think I can outline the general policy, if that is what 


you like. 


Mr. Rice. You can relate it to this particular job if you want to. 

Mr. Wise. With reference to the French Moroccan job, the Air 
Force wrote a directive to the Office of the Chief of Engineers. In 
that directive they requested a detailed outline of the various jobs 
they would like to have constructed; that is, the number of locations. 
The district engineer was told or the Chief of Engineers was told the 
amount of money that would be made available for this type of con- 
struction. The Chief of Engineers then in turn attempted to rec ruit 
a construction company which would be ch: irged with the responsi- 
bility of constructing the facilites outlined by the Air Force. The 
Chief of Engineers also was responsible for selecting an architect- 
engineer who would be responsible for doing the det riled designing, 
inspection, supervision, and other phases of the engineering work 
which would be required for the job. Any subcontracts on the Atlas 
Construction Co. would be performed by the Atlas people in conjunc- 
tion with and approval of the office of the Chief of Engineers. 
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Senator Jounson. As I understand it, the responsibility for the 
assignment and selection of the district engineer on this job was 
that of the Chief of the Corps of Engineers. He picked his district 
engineer that supervised this construction work # 

Mr. Wise. That is correct. The Office of the Chief of Engineers 
picks the district engineer. 

Senator Jounson. The Office of the Chief of Engineers selects the 
contractor ¢ 

Mr. Wise. Yes, sir. 

Senator Jounson. The Office of the Chief of Engineers selected the 
architect-engineer ? 

Mr. Wiser. I presume, in conjunction with the district engineer, the 
Office of the Chief of Engineers with their district engineers would 
possibly select the architect- ~engineer. 

Senator Jounson. Did the Air Force have anything to do with the 
selection of either the district engineer, the contractor, or the archi- 
tect-engineer ? 

Mr. Wise. To my knowledge, no, sir. 

Senator Jounson. Did they pass upon the qualifications of the 
companies or the architect- engineers who were selected ? 

Mr. Wise. I do not believe so, Senator. 

Senator Jonunson. Have they ever indicated that they were dis- 
satisfied with the quality of the work being done and the manner in 
which it was being done? 

Mr. Wise. Representatives of the Air Force have stated those facts, 
that they were not particularly pleased with the type of work and 
methods. 

Senator Jounson. What has been done about it ? 

Mr. Wise. The Air Foree—they have gone through their channels 
to the Secretary of the Army, advising the Secretary of the Army of 
their findings. 

Senator JOHNSON. Do you know anything about the qualifications 
of the architect-engineer that is on this job? 

Mr. Wisr. I happen to know the reputation of the Skidmore, Owings, 
and Merrill outfit; also the reputation of Porter-Urquhart. 

Senator Jonnson. Are they people with extensive experience in 
the field of airfield construction ¢ 

Mr. Wise. Porter-Urquhart is a soils-testing firm. They are very 
capable on soils and analysis and asphaltic coneretes. Skidmore, 
Owings & Merrill have done considerable architectural engineering 
work on building construction. 

Senator Jonnson. That is what they have done. What I want to 
find out is what they have not done. My question was, and I will 
repeat it because you seem to want to get them twice before you 
answer me directly : Have the architect-engineers on this job had 
extensive experience in the field of airfield construction to your 
knowledge? 

Mr. Wise. Senator, that is rather difficult for me to answer. 

Senator Jounson. The answer is you do not know ¢ 

Mr. Wise. I do not know. 

Senator Jonnson. You do not know anything about the firm? 

Mr. Wise. I know something about them but it did not pertain—— 
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Senator JoHnson. Do you know of any airfield construction they 
were ever engaged in ? 

Mr. Wise. No, sir. 

Senator Jounson. They could have been engaged in it a very great 
deal without your knowing anything about it 

Mr. Wise. That is correct. 

Senator Jounson. You have not taken the time, nor had the in- 
clination to find out whether they were engaged in any since you have 
started this inspection ¢ 

Mr. Wise. No. I have since gone on other work. 

Senator Jounson. You did not ask their representative what experi 
ence they had had / 

Mr. Wisr. No, I did not. 

Senator Jonnson. Any questions, Counsel ? 

Mr. Rice. Yes, sir. 

In connection with the appropriation set-up for the payment of 
these air bases, this one of $300,000,000, does the Corps of Engineers, 
the Army engineers, subtract any fee for their work by way of dedue- 
tion in their appropriation? Or ave they paid by the Air Force for 
doing anything / 

Mr. Wise. The general practice is that the Air Force makes avail- 
able to the Office of the Chief of Engineers allotments based on per- 
centage of the requirements of the work. A $300,000,000 job of this 
type will most likely be paid in four or five allotments to the Office of 
the Chief of Engineers. Those allotments cover completely all 
charges of the Office of the Chief of Engineers. That would be their 
contingent fee as the engineer-architect and designer of the finished 
construction. 

Mr. Rice. They get a fee for their work? 

Mr. Wise. Yes. 

Mr. Rice. What percentage does that run? 

Mr. Wisk. It varies from 5 to 12 percent. 

Mr. Rice. For the Corps of Engineers ? 

Mr. Wise. Yes, sir. 

Mr. Rice. And they in turn go out and get a group of people called 
architect-engineers / 

Mr. Wise. Yes, sir. 

Mr. Rice. What is the difference between the work that the archi- 
tect-engineer does and that which the Corps of Engineers does? 

Mr. Wise. The architect-engineer aeake bolsters the district engi- 
neer or the Office of Chief of Engineers’ personnel requirements. 

Mr. Rice. They duplicate or bolster it? 

Mr. Wise. They do not necessarily duplicate it. There may be 
some review or supervision but the general practice is the architect- 
engineer bolsters the district engineer's staff. 

Senator Jounson. What fee does the architect-engineer get? 

Mr. Wise. Architect-engineers as a rule get a 5-percent fee. 

Mr. Rice. Now then in selecting an architect-engineer or contractor 
what do they take into consideration, from a personnel point of view ? 

Mr. Wise. Are you asking me what the Office of Chief of Engineers 
would take into consideration ? 

Mr. Rice. What a person who wanted something done along this 
line would do. 
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Mr. Wise. An average case? 

Mr. Rice. Yes. 

Mr. Wisr. An average person; for instance the Air Force hires 
architect-engineers on various type construction projects, minor con- 
struction projects and master plans, and what we are in the practice 
of doing is reviewing a list of available architect-engineers that are 

capable “and competent in performing a ‘specialized type work which 
we would like to have performed. ~And on the basis of the review 
and evaluation of the personnel within the firm of the architect-engi- 
neers a selection is made. 

Mr. Rice. In other words, you sit down with them and see if certain 
key personnel suitable to you might be available? 

Mr. Wise. If the personnel in the organization are capable of doing 
the work, that is correct. 

Mr. Rice. Well now, in this case of course you do not know what 
happened? 

Mr. Wiser. No, T do not. 

Mr. Rice. Except you know the result. Would vou be able to say 
whether or not in your estimation the seleetion of the architect-engi- 
neers or the subcontractor to the architect-engineers was a happy 
selection ? 

Mr. Wise. That is a difficult one. TI presume they were the proper 
selections for the Corps of Engineers to make. I do not know, I 
presume they pick the ones they want for the job. 

Senator Jonnson. In the light of your inspection, if you had the 
responsibility for selecting either the contractors or the architect- 
engineers, did you see anything in the quality of that work that would 
keep you from selecting people of the same type for that job? 

Mr. Wise. On the basis of my own personal inspeetion T do not 
believe IT would have hired any of the original personnel that were 
on the job, if I may answer it that way. Improvements and correc- 
tions were made and there are some excellent people over there at the 
present time. I know. 

Mr. Rice. You have been a district engineer, have you not? 

Mr. Wiser. TI have been a resident engineer. 

Mr. Rice. And have had supervision of the jobs yourself? 

Mr. Wiser. Yes. 

Mr. Rice. All the air bases in the world, and you have had con- 
siderable experience in that line. If the job had fallen to you to 
select the architect-engineers or the electrical distributers or the POL 
people would vou have picked the same organization? 

Mr. Wise. Personally I would not: no, sir. Again that would be 
because T possibly had contacts or connections with other large-type 
construction firms that I had intimate knowledge of their specific 
organizations and their capabilities. I personally would have picked 
other people. 

Mr. Rice. That brings us up to the possibility that you might have 
some suggestions as to what changes might be made in the present 
method of selecting those people. Do you have anything you would 
like to sav along that line? 

Mr. Wise. Is this as an individual or as a representative of the 
Air Force? 

Mr. Rice. Either way. 


shah tai ils aps nb eh Syn cla a Sm RS a8 ee AURA ER EEN a SNe 


Vb ee Nae ‘3 


da Sanibel ewes 2k ad hn Das 


SFE Hip delve 





fi 


ete anand OED 


2 RGR 


ie Setalesennaciee 


INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 359 


Mr. Wise. Well, personally, as a representative of the Air Force 
I would suggest that the Air Force have some say-so on the architect- 
engineers that are picked for the job and also possibly concurrence on 
any large construction firms that might be used on overseas construc- 
tion work. 

Senator Jounson. Would you think it would be a sound practice 
for a man who is going to use the facility, or the agency or service, 
who is going to have to use it—the person who must live in the house— 
to have some voice in approving the architect-engineer and the con- 
tractor ¢ 

Mr. Wisr. It would be of assistance if the Air Force did have it. 

Senator Jounson. You would suggest to this committee that per 
haps a suggestion should be made that the agency utilizing the fa 
cility have a veto power over the selection of the contractor and the 
architect-engineer or at least have an opportunity to look at their 
qualifications and either approve or disapprove them before we got 
tied down to a contract ? 

Mr. Wiser. I think it would be helpful, Senator. 

Senator Jonnson. Any other questions? 

Mr. Rice. Do you have anything to add? You made a distinction 
between yourself personally, and as an Air Force man. Do you want 
to say something as an individual ? 

Mr. Wisr. It just so happens when a person is responsible for se- 
lecting architect-engineers or contractors he is generally somewhat 
prejudiced. He prefers to select people whom he knows or has worked 
with before. I have done considerable work overseas and on the west 
coast, so most of my contacts are really western contractors. So I, 
therefore, would most likely pick western personnel. 

Insofar as General Pick or the Office of Chief of Engineers are 
concerned, it is quite possible that they have had very favorable re- 
actions and work from Porter-Urquhart, Skidmore, Owings and 
Merrill, and also the organization that has made up the Atlas Con 
struction Co. So maybe that was their reason for picking those peo 
ple. I do not know. 

Senator Jonnson. Thank you very much, Mr. Wise. 

The next witness is Mr. John Griffith. 

Will you raise your right hand ? 

Do you solemnly swear the testimony you are about to give this 
subcommittee of the Committee on Armed Services of the Senate of 
the United States to be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Grirrirn. I do. 


TESTIMONY OF JOHN GRIFFITH, RESEARCH ENGINEER, 
ASPHALT INSTITUTE 


Mr. Rice. State your name, please. 

Mr. Grirrirn. John Griffith. 

Mr. Rice. With whom are you associated ? 

Mr. Grirriru. I am engineer of research for the Asphalt Institute. 
Mr. Rice. Where is that located ? 

Mr. Grirrrrn. New York. 

Mr. Ricr. How long have you been connected with that institute? 








360 INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 


Mr. Grirriru. I went with the Asphalt Institute the first of May 
1951. 

Mr. Rice. Give us briefly your background and experience before 
that time in the industry. 

Mr. GrirrirH. Immediately before that time I was connected with 
the Corps of Engineers in a research station at Vicksburg, Miss. I 
had charge of the research work in that organization which comprised 
some of the design procedures which are now being used. 

Mr. Rice. How long were you there? 

Mr. Grirriru. Eight years. 

Mr. Rice. You specialized there in what you call flexible pavement ? 

Mr. GrirritH. Yes. 

Mr. Rice. Will you tell the committee what flexible pavement is. 

Mr. GrirrirH. There are basically two types of pavement. One is 
flexible and one is rigid pavement. Flexible pavement is the one you 
are familiar with as being the blacktop type of pavement in which the 
surfacing continues to conform to the base porous materials as settle- 
ments occur. In a rigid type pavement, when you get settlements 
beneath the pavement the rigid structure bridges over the base course 
material ae it acts in a somewhat different way than the flexible type 
pavement. 

Mr. Rice. The rigid pavement is generally concerete, is it not ? 

Mr. GrirrirH. Yes. 

Mr. Rice. In your work with the Corps of Engineers on flexible 
pavement, did you become familiar with the standard specifications ¢ 

Mr. Grirritn. Yes, very familiar. 

Mr. Rice. How familiar did you get? 

Mr. Grirrirx. Well, I wrote the procedures for the Corps of Engi- 
neers Manual on the design of asphaltic pavements. 

Mr. Rice. You are the man who wrote the book? 

Mr. Grirritn. I wrote the procedures for the design of asphaltic 
paving mixes. 

Mr. Rice. There came a time when you were called in as a consultant 
to go over to North Africa? 

Mr. Grirrirn. Yes, sir. 

Mr. Rice. When was that? 

Mr. Grirriru. In the summer of 1951 the North Atlantic Division 
of the Corps of Engineers Office contacted me and asked if I would 
go over and review the design control and construction features 
principally on the asphaltic paving mixes. 

Mr. Rice. Was it your understanding that there had been some 
difficulty or complaint, or was that a routine proposition ? 

Mr. Grirritu. I did not know at that time whether there had been 
difficulties and complaints or not. They just asked me if I would go 
over as a consultant to them and review these procedures and pass on 
their adequacy and report back to the district engineer any inade- 
quacies I might see and any recommendations if I saw where any were 
needed. 

Mr. Rice. You did go over there? 

Mr. Grirrirn. Yes. 

Mr. Rice. About when was that? 

Mr. Grirritru. We left on October 15, 1951. 

Mr. Rice. Who is “we”? 
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Mr. Grirrirx. Mr. Weiner of the North Atlantic Division Office 
and myself. 

Mr. Rice. Was he over there the same time you were there? 

Mr. Grirritn. Yes. 

Mr. Ricr. He is from New York, too, is he not ? 

Mr. Grirriru. Yes, sir. 

Mr. Rice. I am wondering if Mr. Weiner is here. I think it would 
probably be helpful here if he would come up and be sworn. As long 
as you are together, we can hear you both together and save time. 

Senator Jounson. Your name is Albert Weiner? 

Mr. Weiner. Yes. 

Senator Jounson. Raise your right hand. Do you solemnly swear 
that the testimony you are about “to give this subcommittee of the 
Committee on Armed Services of the Senate of the United States will 
be the truth, the whole truth, and nothing but the truth, so help you 
Giod ? 

Mr. Werner. I do. 


TESTIMONY OF ALBERT WEINER 


Mr. Rice. How do you spell your name, sir? 
Mr. Wetner. W-e-i-n-e-r. 
Mr. Rice. With whom are you associated / 


Mr. Werner. I am with the North Atlantic Division of the Corps 


of Engineers. That is the supervisory office, the immediate super- 


visory office of the Atlantic district. 

Mr. Ricr. You have been serving with the Corps of Engineers for 
a number of years? 

Mr. WEINER. Yes, sir. 

Mr. Rice. About how long? 

Mr. Werner. Since August of 1941. 

Mr. Rice. What is your specialty ? 

Mr. Wetwer. Cone rete, asphalt, soils; genera] material of construc- 
tion; control and supervision of the design analyses and the measures 
we would use to control these structures to assure their being satis- 
factory. 

Mr. Rice. Around the same time that Mr. Griffith went overseas 


you received instructions to go over there with him, or go at the same 
time, anyhow ? 

Mr. Weiner. Yes, sir. 

Mr. Rice. You were over there the same period of time or did you 
stay longer ? 

Mr. Werner. I was there for an additional 2 days, I believe. 

Mr. Rice. And when you returned you made a report ? 

Mr. Werner. I mailed my report in while I was still overseas. 

Mr. Rice. Do you have a copy of your report ¢ 

Mr. Werner. I have a draft of it; yes. 
Mr. Rice. You, Mr. Griffith, made a report independently ; did you 
not ? 

Mr. Grirriru. That is right. 

Mr. Rice. Do you have a copy of that? 

Mr. Grirrirn. That is right. 

Mr. Rice. Again I will tell you as I did Mr. Wise this morning, 
that if you feel anything touched upon in either of your reports is 
sensitive, do not hesitate to say so and we will leave that out. 
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Mr. GrirrirH. May I say one thing in connection with mine? 

Mr. Rice. Yes. 

Mr. Grirriryu. Mine is classified as secret, but I understand it was 
classified on the basis of the wheel load and location of the bases. 
1 understand that both of them were up in the testimony this morning. 
So am r to take it then that from here on out it is not restricted infor- 
mation? I would like to get myself in the clear on that. 

Mr. Rice. I do not know whether or not I can answer that. I think 
we can proceed by saying the location of the base has been out for 
2 number of months. 

Mr. Grirriru. Wheel load was touched upon this morning. 

Mr. Rice. Wheel load was touched upon before this. 

Mr. Grurriru. It is my understanding those were the only two items 
about which my report was classified. 

Mr. Rice. I do not think there is any particular distinction between 
the wheel load and the fact that the bases are = verational for a certain 
type of bomber which has been pretty well publicized. 

Now you indicated you were familiar with the specifications and 
I want to refer you to page 87, paragraph 21 C, and ask you what your 
findings were generally as to whether or not base course materials met 
the ——— and specifications ? 

Mr. Grirriru. The base course materials did not meet the require- 
ments of the specifications. That is, where a 4-inch minimum thick- 
ness of pavement was used, such as at Nouasseur and Sidi Slimane, 
it requires the minimum of 6 inches of eighty-plus CBR material 
directly beneath the base. Such base course materials as the pit-run 
gravels there could be used in construction of bases provided thicker 
layers of either asphaltic concrete or black base or other materials 
were used above them. 

Senator Jounson. Were those thicker layers used ? 

Mr. Grirriru. No; the base course material was brought up within 
4 inches of the surface and it is not eighty-plus CBR material as it 
should be up to that elevation. 

Senator Jounson. Do you recognize this statement from your report 
that I am quoting: 

Base course materials do not meet Corps of Engineers requirements. Some 
base failures may be expected under the designed wheel load conditions when 
a certain degree of saturation probably ranging 50 to 75 percent is reached. 


Almost complete base failure might be expected under saturation conditions of 
80 percent or greater. 


Mr. Grirriru. That is from my report. 

Senator JoHNSoN. Is that a correct quotation from your report? 

Mr. Grirritu. Yes, sir. 

Mr. Rice. What did you do to arrive at the conclusions in your 
report by way of research or testing or examination of records, and 
what not? 

Mr. Grivrrru. I examined the material in the field, the methods 
of construction, and then went into the engineer-architect’s office 
and looked over a certain number of his records. Time was not 
cuflicient to go completely into detail on all the records that I would 
have liked to have gone into, but I think I saw enough to indicate 
the things that I pointed out in my report. 

Mr. Rice. In what condition did you find the records?) Were they 
adequate, inadequate, properly prepared, or what? 
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Mr. Grirriru. I would say that the amount of testing which was 
done was not as sufficient in volume as we would normally like to see 
under good construction practices. In other words, apparently there 
was a shortage of time in which to do testing, as well as other things. 
So the volume of testing was, in my opinion, inadequate. 

Mr. Rice. Were tli tests properly conducted ? 

Mr. GrirFiru. So far as I can tell, the tests were properly con- 
ducted. 

Mr. Rice. Were they properly supervised ? 

Mr. Grirrirn. I would say so, yes. 

Mr. Rice. Was there any indication that the tests indicated that 
the specifications were not being adhered to, or were substandard and 
that those findings were being disregar ded ? 

Mr. Grirriru. Yes, the tests indfcated that the base-course ma- 
terials had low CBR values and on that basis the structure is under 
design. 

Mr. Rice. Were those findings disregarded in future construction 
or in the construction that was going on during the time of the 
testing ? 

Mr. Grirrire. Apparently they were. 

Senator Jounson. Do you know whether the engineer in charge 
had that information available to him? 

Mr. GrirFirn. It is my understanding that the architect-engineer 
contractors furnished that information to the district engineer. 

Senator Jonnson. Did you have any discussion with the district 
engineer about that? 

Mr. Grirriru. Yes, sir. 

Senator Jounson. What did he tell you? 

Mr. Grirrirn. He did not tell me much of anything. Frankly, he 
asked me what my opinion was on the situation. I told him my find- 
ings as outlined in the report and I did not attempt to quiz him on his 
findings. 

Senator Jonnson. Did he disagree with those findings? 

Mr. Grirrirn. He took no issue with them. 

Senator JoHnson. He accepted them? 

Mr. Grirritu. Apparently. 

Mr. Rice. You were present during the testimony this morning? 

Mr. Grirriru. Yes. 

Mr. Rice. Reading from page 87, paragraph 21E of your report: 
Aggregate gradation control has been entirely inadequate. The mixes gen- 
erally do not meet gradation requirements. 

And skipping a portion of this: 

Some bleeding and perhaps rutting and shoving might be expected, particularly 
in areas of concentrated traffic. 

When - you make your report ? 

Mr. GrirrirH. My report was made in the first part of November, 
shortly after my return to this country. 

Senator Jounson, Is that a correct quotation from your report ? 

Mr. Grirriru. Yes, sir. 

Mr. Rice. At that time did you know of any bleeding or rutting or 
shoving ? 

_ Mr. Grirrirn. No, at that time very little traffic had been on the 

field. Such bleeding or rutting would be expected to occur first in 


; 
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areas of concentrated traffic. In other words, as the mix was com- 
pacted by traffic, I would expect some bleeding and rutting. I would 
not expect that to be over the field, as a whole, but it certainly would 
be true in particular locations such as the entrance of the taxiways and 
the ends of the runways and in areas where you get concentrated traffic 
I would expect some bleeding and rutting and shoving. 

Mr. Rice. You did not know of any at that time? 

Mr. Grirriru. No. 

Mr. Rice. But you did hear of some this morning or this afternoon? 

Mr. GrirrirH. Yes. 

Mr. Rice. You think your crystal ball was working all right ? 

Mr. Grirrirn. It was in pretty good shape that day. 

Mr. Rice. There was some testimony about the reduction of the 
asphalt from 4 inches to 3 inches over a considerable portion of the 
runway. What do you have to say about what you found there and 
the effect it would have? TI notice on page 88 in paragraph F of your 
report you have something to say about that. 

Mr. Grirriru. There were 3 inches of asphaltic pavement in the 
interior portions of the runway, which wield not be serious provided 
the base materials underneath there were entirely adequate. In other 
words, if those base materials had a CBR of 80 or better, 3 inches would 
not be a serious factor. 

Mr. Rice. But they did not have that? 

Mr. Grirrira. They had 3 inches, I understand. But they did not 
have adequate base materials. 

Mr. Rice. What would be the result of that ? 

Mr. GrirrirH. The result is if you get partial saturation—I say 
“partial saturation” advisedly because I cannot give you a specific 
figure on just what degree of saturation it will take to begin to get 
sheer deformation in those bases, but as those bases absorb moisture, 
which they will do, that material will decrease in strength and at 
some point of strength you will begin to get sheer failure in that base 
material. That will be retarded, the thicker the pavement. If you 
had a 10-inch pavement on there, it would have held up much longer 
than a 4-inch pavement or a 3-inch pavement. It provides an addi- 
tional element of strength. 

Mr. Rice, Do you feel such a departure from specifications could 
be justified by a need for speed or the urgency of the situation / 

Mr. Grirritu. I feel it is largely a matter of speculation and prob- 
ably is a question other people are better qualified to answer than I. 

Mr. Rice. In other words, you can tell that the 3 inches over a 
poor subbase not properly compacted and not properly graded and 
not with proper aggregate in there, is a wasteful situation ? 

Mr. Grirriru. Yes; it should not have been done like that. The 
base material that was used there is inadequate. 

Mr. Rice. What would you have to do to overcome this deficiency to 
put the job right? Would you have to tear it all up/ 

Mr. Grirrirn. No. You can reinforce by building over the top 
of it. Ina pavement structure your highest strength is required at 
the surface and the strength requirements decrease as you go to deeper 
depths. That is the reason that for a given subgrade material like 
building an airport over a clay soil the CBR test tells us how many 
inches of base material is needed to protect that subgrade from sheer 
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deformation so that the stresses which are imposed decrease from the 
surface downward. Now, the base materials which we have in there 
certainly have some strength to them, and if it were overlaid by a 
sufficient additional material of higher strength, that could be brought 
up to adequate strength characteristics for the runway. 

Mr. Rice. I take it then you do not feel that it is a job of patching 
up but isa major proposition of overlaying it in toto ¢ 

Mr. GrirrrrH. In order to put that base ina completely satisfactory 
condition, either the base at Sidi Slimane or the one at Nouasseur, it 
would take an overlay. 

Mr. Rice. That would be a substantial operation ? 

Mr. Grirriru. I would say so. 

Mr. Rice. Then you say here on page 88, paragraph G: 

The surface texture of the finished pavement is unsatisfactory in many random 
locations and particularly on the north 2,600 feet of the runway. The harsh bony 
texture in these locations provides a condition wherein the coarse rock frag- 
ments protrude from the matrix of the mix and are bonded into the pavement 
in such a fashion that jet blasts are likely to dislodge many of them. 

What does that mean? 

Mr. Grirriru. The pavement has very poor texture qualification. 
We like to see pavements which have a smooth and uniform surface 
texture to them, particularly these jet fields, because you have a heat 
and blast condition which, if you have loose rock or protruding rock, 
it is likely to be blown back—that is, the asphalt is softened by the 
heat, and with the blast it is likely to be blown back and should they 
be flying in echelon formation, say, with several fighter planes, it may 
blow the rocks back into the jets which are following. So we like 
to have smooth textural finish on the surface of the pavement. The 
north 2,600 feet of Nouasseur was particularly harsh and bony. It 
looked like popcorn strewn over the runway. 

Mr. Rice. Like what? 

Mr. Grirrita. Like popcorn. 

Senator Jounson. Like you had taken a barrel of oil and put it 
on top of some gravel ? 

Mr. Grirrirn, That is right. 

Mr. Rice. That might be “dislodged by a jet blast if the popcorn was 
loose enough ¢ 

Mr. Grirrrru. Yes, bonded on the lower surface and with the jet 
blast it does not take much force, and softening could blow the rocks 
right on back. 

Mr. Rice. Again the antidote for that would be to put a top surface 
on and compact it ¢ 

Mr. GrirritH. Put an adequate surface on top. 

Senator JoHnxson. What would you estimate the cost would be to 
overlay these two jobs? 

Mr. Grirrrrn. That would take a good little bit of engineering study 
1o determine just how much overlay is necessary. | think quite a few 
more bearing tests would have to be made and a study would have to be 
made also to find out how much strength, how much additional 
strength, could be built into that base by rolling with heavy rubber- 
tired rollers. That base can be compacted to a higher degree of 
strength by rolling with heavy supercompacters, these heavy rubber 
tired rollers. 

Senator JoHnson, That is ultimately what will have to be done? 
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Mr. Grirriru. That is quite possible. They can be built up to addi- 
tional strength and based on that additional strength the determina- 
tion can be made as to how much additional pavement will be needed 
over the surface to bring it up to proper standards. 

Senator Jormnson. A serious mistake was made in deviating from 
the standards? 

Mr. GrirritH. Yes. 

Senator JoHnson. That is your opinion ? 

Mr. Grirrirn. Yes. 

Senator Jounson. That is your testimony ¢ 

Mr. Grirriru. Yes. 

Senator Jonnson. Now as to how much that serious mistake is 
going to cost us you are not in a position to make even a rough es- 
timate ? 

Mr. Grirrire. No, sir, I am not. That would take considerable 
more data. 

Senator Jounson. Would you say millions? 

Mr. GrirrirH. I would say millions. 

Mr. Rice. From what you have seen at the time of your trip—I 
think there were some figures up around $100,000,000 spent so far 
prior to the first of the year to re-do and put in proper order what 
you pave seen—that would be in the high millions, would it not? 

Mr. Grirrirn. I do not think it would be in the high millions. I 
think if they go back through there and recompact the bases to get 
additional strength and consolidation of those materials and then 
possibly put on maybe a granular top or a black base plus additional 
surfacing, I believe that “base could be brought up to standard for 
the medium millions or low millions. I am a little reluctant to get 
much into the cost of it, 

Mr. Rice. When you get into millions it is rough. 

Senator Jounson. You would say this, though, that a serious mis- 
take was made when they deviated from the standards and it will 
cost the taxpayers many millions of dollars to correct it? 

Mr. Grirrirn. I would say so, yes. 

Mr. Rice. On page 88 again I am reading: 

The asphaltic pavements are inadequately compacted with resultant perme- 
able surfacings. Such permeable surfacings are undesirable in places where 
fuel oil or brake fluids may be spilled, because such spillage can permeate the 
pavement, causing softening and eventually leach the asphalt cement from 
the aggregate mix. 

When you were over there, had there been any spillage ? 

Mr. Grirrirn. Not to my knowledge. 

Mr. Rice. Not to your knowledge. You have heard some testi- 
mony today about some spillage at Sidi Slimane? 

Mr. Grirriru, Yes. 

Mr. Rice. That didn’t surprise you? 

Mr. Grirrirn. That didn’t surprise me at all. 

Mr. Rice. Your report here was in the nature of a prediction. 

Mr. GrirrirH. We know impermeable asphaltic surfaces are neces- 
sary where you have spillage from jet planes. Where you have a 
permeable surface, you will not get satisfactory performance. 

Tmpermeable construction can ‘be gotten by proper construction and 
rolling. 
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Mr. Rice. Talking about rolling, you made some findings about 
rolling, and you might be able to elaborate on that a bit. I think 
there was a place where you said you saw the construction going on 
and there was only this one tandem roller present at this site and it 
had broken down several hundred feet behind the laying machine 
while paving mix continued to be laid. 

Mr. Grirriru. Yes. 

Mr. Rice. Is that an important observation ? 

Mr. Grirrirn. That was on the binder course, and it would not be 
as bad as it would be on the surface course. However, I assume such 
occurrences might well have happened on the surface course mix 
also. They had only one roller on the job, and that is inadequate 
when a laying machine is being supplied just as fast as it can take 
it from the trucks. 

You should have at least two and preferably three rollers in back 
of a laying machine. 

Mr. Rice. They ought to be right on top of the layer? 

Mr. GrirrirnH. They ought to be right in back of it to roll that mix 
while it is hot, because you get your compaction of the paving mix 
while it is hot, not after it is cooled down. 

Mr. Rice. While it is still warm they have to get in there «nd 
roll it? 

Mr. Grirriru. Yes. 

Mr. Rice. One broken down several hundred feet behind it just 
isn’t accomplishing anything? 

Mr. Grirriru. That is right. 

Mr. Rice. I don’t suppose your investigation encompassed finding 
out why the rollers were not there or if they could rent them from 
the French ? 

Mr. Grirriru. No, I did not go into that. Mr. Wise has a picture 
back there which indicated that several lanes had been laid on a 
stretch here and those lanes had not yet been rolled. 

Mr. Rice. Is that what it indicates? 

Mr. Gairriru. One of these pictures. 

Mr. Rice. Is that the one you are talking about ? 

Mr. Grirriru. Here is the water mark. I think we counted six or 
seven lanes; one, two, three, four, five, six—and they are working on a 
seventh. There is no apparent indication that the rollers have been on 
these lanes. 

Senator Jounson. In your judgment, or in your opinion—— 

Mr. Grirriru. Here is a better one. 

Senator Jonnson. Was that because of inadequate rollers, or lack 
of knowledge as to the necessity of rolling, or both ? 

Mr. Grirrirn. Certainly the people who built this pavement should 
have had more knowledge of rolling requirements than to let a situa- 
tion like that occur. 

Senator Jounson. And they did have? 

Mr. Grirriru. Yes. 

Senator Jounson. That would indicate that the contractors had 
had little experience in that type of construction. 

Mr. Grirrirn. It would indicate they had little experience or they 
did not particularly care, one or the other. I am not in a position to 
say which. 

94341—52—pt. 35 
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Senator Jounson. We could be charitable and assume it was ig- 
norance instead of lack of concern, because I cannot believe that any 
contracting firm would want to do a job like that for men who are 
going to fly planes to defend the free world. 

Mr. Grirriru. It is certainly hard to conceive of anybody wanting 
to do anything like that. 

Senator Jounson. So in your opinion it is lack of detailed knowl- 
edge of that type of construction and what it should be? 

Mr. Grirriru. I would suspect probably inadequate supervision. I 
would imagine on a job of that size they had to pick up a number of 
men who had not had experience on this type of work before. 1 know 
we have calls in our office frequently for experienced men. They 
want them to go on these construction projects and we do not know 
where to turn to furnish them with the names of people to do this 
type of work. 

So I presume they had a situation there where they had to take on 
a number of inexperienced men. They perhaps thought it was not 
necessary to roll right behind the machine. 

Senator Jonnson. As a result of their failure to construct this job 
properly and to do this necessary rolling at the proper time, the tax- 
payers are going to have to spend considerable money to put this strip 
in proper condition. 

Mr. Grirrirn. Yes. 

Mr. Rice. Even though you have inexperienced personnel there, do 
not the specifications set up the standards for the job and indicate how 
it should be put down and what should be put down ? 

Mr. GrirritH. Oh, yes, your guide specifications spell out the num- 
ber of rollers that they should have behind a laying machine and the 
details of how those things should be taken care of. 

Mr. Rice. Then that goes back to the supervisory level; if that was 
not done, then someone at the supervisory level was responsible. 

Mr. Grirriru. I would presume so. 

Mr. Rice. He has a specific directive telling him what to do and 
what has to be done. 

Mr. Grirriru. Yes. 

Senator JoHnson. Suppose this had been a job where the low bidder 
was awarded the contract and suppose he had an engineer in charge 
who was there for the purpose of seeing to it that the contracting 
agency got value received, they would not have accepted this work, 
would they ? 

Mr. Grirriru. I did not quite get your question, Senator. 

_ Senator Jounson. If this had been a private job in this country, 
we will say, and had been let on plans and specifications to the low 
bidder, that low bidder’s engineer in charge never would have ac- 
cepted this and paid for it, would he? 

Mr. Grirriru. I do not think that he would. 

Senator Jounson. You may proceed, counsel. 

Mr. Rice. One other prediction—I see on page 92, you say : 

It was noted that shoulder areas had not been sealed, The shoulder areas are 
considered to be sufficiently permeable to absorb considerable water. 

I think we had a witness here that said the rains came and the park- 
ing apron failed as a result of that. You did not have that. knowledge 
at the time you made that report ? 

Mr. Grirriru. No. 
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Mr. Rice. It has been proven you were enough of a prophet to pre- 
dict that. Do these specifications have anything to say about the seal- 
ing of the shoulder areas ? 

Mr. Grirriru. I am not familiar with some of the miscellaneous 
specifications to that extent. My specialty was more or less design of 
the hot-mix pavement and the base and subbase materials that go 
along with it. 

Mr. Rice. In any event, as a building man, when you saw the propo- 
sition there it was readily apparent to you that the shoulder areas 
should have been sealed ¢ 

Mr. Grirrirn. Yes. Principally for the reason that that base ma- 
terial is highly susceptible to a loss in strength when moisture gets 
into it. That is the principal reason that that base material is inade- 
quate because it has sufficient fines in there, clays and silts, so when it 
absorbs moisture it loses strength. 

I have no doubt but that in a relatively dry condition—that is the 
optimum moisture content is slightly less—that particular base ma- 
terial might stand somewhere in the neighborhood of the designed 
wheel load. But it is only under conditions when you begin to get 
moisture into that base material that it begins to lose strength and 
becomes inadequate or entirely inadequate. 

Mr. Rice. Did you discuss that with men on the job? 

Mr. Grirrirn. Yes. I pointed that out to Colonel Derby. 

Mr. Rice. You pointed that out to Colonel Derby ? 

Mr. Grirriru. Yes. 

Mr. Rice. What did he have to say about it ? 

Mr. Grirrirx. He did not have much to say about it. 

Senator Jounson. He listened to you? 

Mr. Grirriru. I was talking to him and he was listening mostly. 

Mr. Rice. You were pointing out to him that it was something he 
had better take care of that might give him trouble later on? 

Mr. Grirrirn. It was too late to take care of it then. The base 
material was down and the pavement was already on it. But the 
shoulder area could have been sealed up and I recommended that he 
take care of that. 

Mr. Rice. You recommended that he do that. 

Senator Jounson. Do you know anything about Colonel Derby’s 
previous experience on construction of this type? 

Mr. Gairriru. No, sir. I met him for the first time on that job over 
there. 

Senator Jounson. Did he indicate to you in your conversations with 
him that he had a knowledge of this type of construction ? 

Mr. GrirFiru. It would be just speculation on my part. I do not 
believe he has had much experience on airfield construction. That is 
pure speculation on my part. I would rather not. 

Senator Jounson. You would not have to speculate much, would 
you? If he knew his business you would have some means of finding 
out after discussing all these things with him. It is your opinion that 
he has had little experience in this field ? 

Mr. GrirritH. From the discussion I had with him I do not believe 
he has an awful lot of experience. 

Senator Jounson. What did they pay you as consultant? 

Mr. GrirritH. $50 a day. 

Senator Jounson. How many days were you employed ¢ 
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Mr. Grirrirx. I was employed—in writing the report and all— 


= nore After I got back and wrote the report, that made a total of 
ays. 


Senator Jonnson. $900? 

Mr. Grirritu. Yes. 

Senator Jounson. They paid you $900 plus transportation and ex- 
penses ? 

Mr. Grirrrrn. Yes. 

Senator Jounson. What are the lessons that we can learn from 
your report? Would you say No. 1, that the deviation from the stand- 
ards and the specifications cost the taxpayers many additional mil- 
lions? 

Mr. Grirritn. That is right. 

Senztor Jounson. It is correct to make that statement ? 

Mr. Grirrirn. Yes, sir. 

Senator Jounson. You do make that statement ? 

Mr. Grirritu. Yes, sir. 

Senator Jounson. And you testify to that as an expert in this 
particular field of construction ? 

Mr. Grirrirn. Yes. 

Senator Jounson. And, No. 2, in your opinion, there was improper 
and inadequate supervision of this construction that probably added 
fuel to the fire? 

Mr. Grirriry. That is right. 

Senator Jonnson. Do you have any other conclusions you would 
like to draw? 

Mr. Grirrirn. The main part of my report was to try to point out 
to them the deficiencies strongly enough so that they would not be 
carried on into the other bases which would be constructed, because 
you have a situation which is very difficult to correct. That is, after 
you have the base material in there and the pavement on it, there is 
very little you can do except go on and overlay it and make a proper 
job of that. I tried to emphasize these deficiencies in order that on 
the additional bases that are to be constructed they will get adequate 
and proper construction. 

Senator Jounson. You will say to this committee and through this 
committee to the agencies concerned and to the people of the country 
that we should, regardless of the necessity for speed, exercise every 
possible precaution in the selection of the contractors with experience 
in this field and the architect-engineers with know-how in this field. 

Mr. Grirriru. Yes, sir. 

Senator Jounson. We should take the standards and specifications, 
and attempt to adhere to them because if we do not, we are going to 
have to go back and do them over? 

Mr. Grirrirn. That is right. 

In an emergency period that is something for someone else to de- 
cide as to how much the emergency should weigh against the con- 
struction efficiency. 

Senator Jounson. You are going to have another emergency. 
Looks like you already have an emergency. You have had to call 
in an expert man to go over there and he has gone over and looked 
at it and said this work is going to have to be done over, or you are 
going to have to retop it, or you are going to have to do something 
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else. So it would have paid to have done it right in the first place. 

Mr. Grirrtru. I do not think the fields are in too bad shape as of 
ossibly right now, or at the time of construction. The point I would 
ike to bring out, Senator, is this effect of moisture getting into the 
base which may be over a period of 1, 3, or 5 years. We do not know 
just how long it is liable to take. But moisture gradually accumulates 
even in the arid regions. We have had examples of failures in this 
country. 

Senator Jounson. Is that not what your standards and specifica- 
tions are for? Don’t they take care of that? 

Mr. Grirrira. That is right. They are to prevent materials such as 
those fine silts and clays going into the base course materials because 
we know the detrimental effect of water on materials having those 
fines in them. 

Senator Jounson. There is no question but that money has been 
wasted. Now the question of aiitie life will be wasted as a result 
of this type of-construction is yet to be determined. I hope it does 
not happen, but from what indications we have, it is very likely— 
unless something is done to rebuild and correct some of these errors 
that we have made—it is likely to cost us more than a few dollars. 

Mr. Grirritu. That is right. 

Senator Jounson. Is that your opinion ? 

Mr. Grirrirn. Yes, sir. 

Senator Jonnson. I gather from your testimony you think it is a 
rather dangerous situation to have this rock protruding with just a 
little oil on top of it and nothing holding it except what is on the 
bottom and these high-powered jets blasting off and throwing the 
rocks back into the others. 'That is not very conducive to satisfactory 
operation. 

Mr. Grirriru. I think that very definitely should be corrected 
and that is one of the recommendations in my report, that that should 
be corrected. 

Senator Jonnson. Any other questions? 

While Mr. Weiner is here we wanted to conclude at 5 o’clock, but 
we may run over a little bit. If counsel will examine Mr. Weiner, 
perhaps we can conclude with him today. 

Mr. Rice. Mr. Weiner, I will read you a few excerpts from your 
report and see if they are in line with what you have there. 

rom page 1, paragraph 3; 

Completed paving at Nouasseur and Sidi Slimane is subject to criticism on 
a number of counts for both engineering and construction reasons. 

And then you say, 
base course—both fields—is inadequate. 

You are referring to Sidi Slimane and Nouasseur. 

Operations apron subgrade which was designed for CBR— 

California bearing ratio— 
of 20 percent was found to develop the CBR of 14.5. 


In other words, it was considerably substandard. 
And from page 2: 
Some consolidation under heavy wheel loads will occur, since adequate com- 


paction of underlying materials was not in all cases achieved. * * * To 
meet the demands of heavy wheel loads, high-pressure tires, jet fuel spillage, 
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and rocket and jet blast, the asphaltic concrete must contain properly graded 
aggregates, optimum asphalt content, and must be thoroughly compacted and 
sealed by rolling. At neither site was a prime coat provided, which would 
seal off the base course from penetration of water from above. At both sites 
it was noted that large areas of surface course was porous, open-graded, and 
torn by the laying machine screen. Cores taken from the completed work 
indicate lack of density in the asphaltic concrete caused by inadequate rolling. 
Laboratory tests of asphaltic concrete demonstrate extreme variations in flow 
and, in many cases, insufficient voids. [Field tests of the rate of penetration 
of jet fuel by the pavements indicate a high degree of porosity. The net result 
of the deficiencies in pavement quality include permeability to rain and fuel 
and the probability of pavement failure with traffic. Pavement failure wiil 
consist of bleeding as well as rutting and shoving. A very small section of 
the refueling apron at Sidi Slimane has already failed. 


Then you go on to say: 


In the absence of adequate screening facilities at both sites, adequate base 
course material can only be insured by rigorous inspection backed up by authority 
to reject unsuitable material. * * * It is understood that the status of the 
inspection force at present is simply that of a reporting agency and that au- 
thority to reject inadequate material directly does not exist. 

And the screening, I take it, are the screens which grade the gravel 
or subbase material which is laid. They are supposed to separate the 
fines, as they call it, from the gravel. 

Now, will you comment on this: 

It is understood that the status of the inspection force at present is simply 
that of a reporting agency, and authoriiy to reject inadequate material directly 
does not exist. 

That is hard to understand. You have got inspectors there and you 
say they are nothing but reporters and they do not have any authority. 

What do you mean by that? 

Mr. Werner. Normally in a construction job such as I am most 
familiar with here in the States the inspectors have generally been 
Corps of Engineer people and if they find a deviation from the speci- 
fications, they might discuss it with the foreman of the job or whoever 
is available and try to get it corrected, or remove the work. If it is 
not corrected they will immediately go to the resident engineer and 
point out to him what has gone on. He, if he is performing his 
function correctly, as he usually is, will take steps to correct it. If it 
is not, he will stop the work. In other words, he has the authority 
or his inspector has the authority to reject a load of material. For 
example, if it is Portland cement concrete that is involved and it does 
not look satisfactory, too wet or not enough cement in it, or whatever, 
he directs the operator to throw it away. 

Senator Jonnson. What is it about the African episode that keeps 
them from doing the same thing now? 

Mr. Werner. I do not know, sir. I inquired of the architect-engi- 
neer’s people and specifically as to whether or not they had the author- 
ity to reject, and they said they did not. They said that if they did 
reject the contractor would come around at night and put that in. 

Senator Jounson. It looks to me as though the contractor is running 
the job instead of the Corps of Engineers. If the Corps of Engineers 
‘an reject materials and require people to perform work in accordance 
with plans and specifications in New York State, I do not see why 
they cannot do so in Africa. It is the same Corps of Engineers, the 
same people. 
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Now on what meat does this contractor feed in Africa that causes 
him to get so much power ? 

Mr. Werner. The only possible explanation is the one of expediency 
which has been given to you before. 

Senator Jounson. If that is the only explanation—I do not think 
it is an explanation or justification, but just an excuse—then why 
have any plans or specifications at all? You send men there to inspect 
them, and you have inspectors inspecting the inspectors, and the in- 
spectors finally get down to inspecting the contractor and they do not 
pay any attention to it, and they go on and do the thing wrong. Why 
don’t you save these inspectors and say to the contractor, “Go out and 
do as you please, the sky is the limit. We will pay whatever bill you 
submit”? 

It seems to me somebody had better get some word to the Corps of 
Engineers that if this testimony is correct—and it is all made under 
ont by competent men who testify that the plans and specifications 
have been flagrantly disregarded—and you say here in the States an 
inspector can reject material if it is not properly mixed, but over there 
there is no use doing it because the contractor will come around at 
night and do it anyway, it may be time to get a new contractor. May- 
be we should get a new Corps of Engineers, if it is not stopped. 

Mr. Weiner, have you read the report submitted by Mr. Griffith? 

Mr. Werner. Yes. 

Senator Jonnson. Do you agree generally with the recommenda- 
tions in that report ¢ 

Mr. Werner. Oh, yes. 

Senator Jonnson. Mr. Griffith, have you read the Weiner report ? 

Mr. Grirritn. No, sir. 

Senator JonHnson. You have heard excerpts read from it, have you 
not ? 

Mr. Grirriru. Yes, sir. 

Senator JoHnson. Do you find anything there you disagree with? 

Mr. GrirrirH. No, sir. 

Senator Jounson. It seems to me we have had undisputed testi- 
mony all day to the effect that there was flagrant disregard for plans 
and specifications which will result in millions in cost to us; that we 
have had an inferior product; we have had a lot of loafing on the job, 
a lot of inefficient people on the job, and if there is anything about the 
job that is good, no one has testified to it. 

It seems to me the Corps of Engineers should take prompt action 
to see that the architect-engineers have some authority as well as 
responsibility ; that the engineer in charge see that the architect-engi- 
neers live up to the specifications and compel the contractor to follow 
the specifications. If he is unable to do so, he should get out of the 
job and get someone who will. 

Any other questions, counsel ? 

Mr. Rice. No, sir. 

Senator JoHnson. We will recess until tomorrow morning at 10 
o’clock. 

(Whereupon, at 5 p. m. the committee recessed to reconvene at 10 
am., Wednesday, March 19, 1952.) 
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WEDNESDAY, MARCH 19, 1952 


Unrrep Srates SENATE, 
PREPAREDNESS SUBCOMMITTEE OF THE 
CoMMITTEE ON ARMED SERVICES, 
Washington, D.C. 


The committee met, pursuant to adjournment, at 10:40 a. m., in 
room 212, Senate Office Building, Washington, D. C., Senator Lyndon 
B. Johnson, presiding. 

Present : Senator Johnson of Texas, Stennis, Saltonstall, and Morse. 

Also present: Downey Rice, special counsel, and George H. Martin, 
staff consultant. 

Senator Jounnson. The committee will come to order, piease. The 
first witness this morning will be Mr. John W. Leahy. Is Mr. Leahy 
present ? 

Mr. Leany. Yes, sir. 

Senator Jonnson. Mr. Leahy, will you please come to the committee 
table. Do you solemnly swear that the testimony you are about to give 
before this subcommittee of the Committee on Armed Services of the 
Senate of the United States will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Leany. Yes, sir, I do. 


TESTIMONY OF JOHN W. LEAHY, FREDERICK SNARE CORP. 


Mr. Rice. Will you give us your full name, please? 

Mr. Leany. John W. Leahy, L-e-a-h-y. 

Mr. Rice. Where do you live? 

Mr. Leauy. 822 Palmer Road, Bronxville, Westchester County, 
NW. ¥. 

Mr. Rice. With what organization are you now associated ? 

Mr. Leany. I am with the Frederick Snare Corp. 

Mr. Rice. What is the Frederick Snare Corp. ? 

Mr. Leauy. They are a contracting engineering and architectural 
firm. I am’presently engaged with them on an Azores project. 

Mr. Rice. Now in the Azores project, you mean that is a Government 
job in the Azores? : 

Mr. Leany. Yes, sir, it is. 

Mr. Rice. Air base construction ? 

Mr. Leany. It is air base construction. 

Mr. Rice. How long have you been in the building business or con- 
struction business, Mr. Leahy? 

Mr. Leany. I have been in the business for about 23 years. 

Prior to 1929 I served my apprenticeship in the building trades 
under my father, a contractor in New York. Since that time I have 
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been constantly and consistently in the construction business either as a 
contractor under my own name or as an engineering employee for 
others, other engineering firms. 

Mr. Rice. What is your specialty, Mr. Leahy ? 

Mr. Lean. Well, I have made a specialty in the past of general 
construction, foundations, reinforced concrete slabs, masonry, brick 
work, carpentry, roofing, mechanical equipment. This was a building 
1 was a supervisor on in 1948 at 30 Broad Street. 

Mr. Rice. New York? 

Mr. Leany. New York, yes, sir. I built and altered that building. 
I was also liaison engineer for the Stone & Webster Engineering Corp. 
on the atomic bomb plant at Knoxville, Tenn. I have also been durin 
my lifetime retained by the law department of the city of New York 
on many proceedings as their building expert, testifying as to the 
value of property taken in condemnation proceedings. I testified be- 
fore the Supreme Court of the State of New York. 

Mr. Rice. Did there come a time when you became connected with 
the project in French Morocco, the air base construction there? 

Mr. Leany. Yes. sir. I was associated on that project with the 
Atlas Constructors from March 7, 1951, up to and including August 
3, 1951. 

Mr. Rice. When did you start ? 

Mr. Leany. Istarted on March 7, 1951. 

Mr. Rice. By whom were you employed? There is a breakdown 
there of many companies. What organization did you go with? 

Mr. Leauy. Directly with the Atlas Constructors. 

Mr. Rice. You went with Atlas direct? 

Mr. Leany. Yes, sir. 

Mr. Rice. In what capacity were you retained ? 

Mr. Leany. I went in as departmental engineer and in that capacity 
was the acting chief engineer. 

Mr. Rice. You were the acting chief engineer. You went over to the 
job site? 

Mr. Leany. Yes, sir. I made a trip to the job site in Casablanca. 

Mr. Rice. On which project were you assigned ? 

Mr. Leany. Well, no particular project. I was there to do them all 
and I worked out of the Casablanca office. 

Mr. Ricr. So that you were in a position where you could observe 
the over-all operation at Nouasseur, Sidi Slimane 

Mr. Leany. I made a trip to Sidi Slimane and Nouasseur, yes, sir, 
on a few occasions. 

Mr. Rice. How long did you remain over there, Mr. Leahy ? 

Mr.’Leany. I left New York on July 9, 1951, arrived in Casablanca 
July 12 and I left Casablanca on July 28 and arrived back in New 
York July 30, a Monday morning. 

Mr. Rice. You were not over there very long ? 

Mr. Leany. A little less than a month, sir. 

Mr. Rice. How did it happen that you returned to the States so 
quickly? You take a year contract, do you not? 

Mr. Leany. No, sir; I was not sent over for that purpose. 

Mr. Rice. I beg your pardon? 

Mr. Leany. I was not sent over for that purpose. I went over on 
an inspection trip. 
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Mr. Rice. You were then assigned to the New York office, were you 
not ? 

Mr. Leany. Yes, sir. 

Mr. Rice. You canie back and remained there for how long? 

Mr. Leany. Only a short time, until August 3. 

Mr. Rice. When did you leave the Atlas Constructors? 

Mr. Leany. My resignation was turned in on August 3, 1951, upon 
request of the business manager. 

Mr. Rice. What precipitated your resignation ? 

Mr. Leany. My resignation was occasioned by a dispute with a 
gentleman in the office who was in khaki uniform at the time. By 
“khaki” I mean he was in shirt and trousers, Army shoes, but no in- 
signia. Discussion arose between the two of us as to the Pacific [ron 
& Steel hangar building. 

Mr. Rice. Who are you talking about ? 

Mr. Leany. I am going to come to Major Sandburg, sir. 

Mr. Rice. Go right ahead. 

Mr. Leany. This gentleman was unknown to me at the time. When 
T returned from Casablanca I did not know who it was and I did not 
know his rank. He had no insignia. He told me just so long as he 
was in charge he had the right to give out, over my objections, the 
hangar building directly to the Pacific Iron & Steel. 

Mr. Rice. Tell usa little bit about that hangar-building proposition. 

Mr. Lrany. Well, the hangar building—my position was to write 
all requisitions in the engineering department. 

Mr. Rice. Your job was to write the requisitions ? 

Mr. Leany. For the memorandum specifications upon which pur- 
chasing was to be done. 

We reduced that to the form of a requisition for purchase. I was 
informed by Captain Matson to write up a requisition for an unknown 
build and size for a hangar, unknown steel, unknown quantities, but 
to write it in a broad sense for and built around a sketch drawing that 
the Pacific Iron & Steel Co. submitted to us. 

Mr. Rice. Who was Captain Matson ? 

Mr. Leany. Captain Matson was the officer in charge under Colonel 
Derby for the district engineer. 

Mr. Rice. He told you 

Mr. Leany. With whom they had a great deal of contact. 

Mr. Rice. In fact, he told you to go ‘out and buy up a hangar 

Mr. Leany. Yes, sir. Which was not in accordance with the archi- 
tect’s specifications. We had received specifications from the architect 
which in nowise matched with the building that I was to write up on 
the requisition. 

Mr. Rice. All right. 

Mr. Leany. That is borne out a little bit further and deeper by a 
letter I wrote to Mr. Lusk, who was the chief engineer in the Casa- 
blanea office, wherein I bitterly complained as to the structural 
elements of that building. 

Mr. Rice. I am afraid, Mr. Leahy, you may confuse us a little bit. 
I prefer that you tell us in just your language what happened so we 
will understand and then you can support it ‘if you want to by docu- 
ments. Tell us what happened so we will know the story in layman’s 
language. You set out to buy a hangar? 

Mr. Leany. That is right. 
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Mr. Rice. Is that the idea? 

Mr. Leany. Yes. 

Mr. Rice. You~had certain specifications that the hangar was to 
meet ? 

Mr. Leany. From Skidmore, Owings & Merrill. 

Mr. Rice. The architect-engineers. Now then someone told you to 
deviate from those specifications in the purchase ? 

Mr. Leauy. Oh, yes. The requisition was not even to be based upon 
the architect’s specifications or his drawings. 

Mr. Rice. Who told you to do that? 

Mr. Leany. Captain Matson. 

Mr. Rice. Then what did you do? 

Mr. Leany. I went to Mr. Borman and complained about it. 

Mr. Rice. Who is he? 

Mr. Leany. He is general manager of the project. 

Mr. Rice. For whom ? 

Mr. Leany. For Atlas Constructors. 

Mr. Rice. You complained ? 

Mr. Leany. I did. It was a matter of this company intending to 
erect this building not only—we had to buy a design, we were going 
to have to buy erection and fabrication. There was no building ma- 
terial in evidence nor would we know what we were going to buy or 
what there was, what quantities of materials we would receive. 

Upon that I based a complaint to Mr. Borman and he agreed with 
me—Don’t do anything about it. Leave it alone.” 

Mr. Rice. This happened while you were on the job? 

Mr. Leauy. In the New York oflice, before I left. 

Mr. Rice. Ail right. You did not talk to Major Sandburg in New 
York, did you? 

Mr. Leany. Yes, sir; when I returned he was here. 

Mr. Rice. He was back over here? 

Mr. Leauy. Yes, sir. 

Mr. Rice. What happened? I am,still a little bit behind you I 
uess. You were ordered to get this hangar and someone told you to 
eviate the specifications. What did you do? You do not need 

to look at your notes, Mr. Leahy. + ¥ou remember what happened. 

Mr. Leany. Pretty much. T-just want to be accurate in my state- 
ments, that is all. 

Mr. Rice. Go ahead. 

Mr, Leany. Major Sandburg then told me that as of 5 o’clock 
that afternoon my salary would be nonreimbursable because he had 
negotiated a bid with the Pacific Iron & Steel Co., and therefore over- 
rode me in that respect. 

Mr. Rice. He had negotiated the bid? 

Mr. Leany. Yes, sir. My complaint had been along the line that 
we were not allowed to go and secure three equitable bids. This 
was a package unit handed out to one vendor without any specifica- 
tions except the vendor's specifications. 

Mr. Rice. What is Major Sandburg’s first name? 

Mr. Leany. I do not know, sir. 

Mr. Rice. Was it your feeling that there should have been bids 
submitted for this procurement ¢ 

Mr. Leany. Oh, yes; very definitely. That was the whole theory 
upon which we were operating and acting. In every instance we 
were supposed to secure three bids for everything that we needed. 
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Mr. Rice. They told you not to do that and go ahead and deal di- 
rectly with Pacific Iron & Steel. Where are they located ¢ 

Mr, Leany. California, sir. 

Mr. Rice. California? 

Mr. Leauy. Yes, sir. 

Mr. Rice. They, in effect, bypassed you to get to Major Sandburg, 
and he overruled you, and they bought this material 

Mr, Leauy. That is right. 

Mr. Rice. How much was involved there ? 

Mr. Leaur. Well, over a million-some-odd-thousand. 

Mr. Rice. Was any reason given to you why they would not get 
competitive bids? 

Mr. Lrauy. No, sir. I had no more time allowed to me to make 
inquiries because of my nonreimbursable salary as of that afternoon. 

Mr. Rice. What did they tell you when they overruled you? They 
said, “We overruled you because of something.” Did they tell you 
what? 

Mr, Leany. I was never given an explanation nor did I inquire any 
further. I tried to hold it us as long as I could to go out and secure 
bids from local vendors and local steel shops big enough to have done 
that job, and since I was overruled I did not go any further. 

Senator Jounson. Would it have been possible to have obtained 
competitive bids, in your opinion ¢ 

Mr. Leany. Yes, sir; very definitely. 

Senator Jonnson. There were a number of available concerns that 
would have bid had bids been requested ¢ 

Mr. Leany. At least 1 could name almost 17 that would be only too 
happy and glad to do it. 

Mr. Rice. Was there any question in your mind about the quality 
of the product that would be obtained from Pacific Iron & Steel? 

Mr, Leany, Yes, sir; there was. 

Mr. Rice. What? 

Mr. Leany. A very definite question in my mind. 

Mr. Ricr. What was the question ¢ 

Mr. Lrany. They were going to supply a whole, entire building; 
including sidings and roofing materials, and doors and windows. In 
making an investigation and studying it a little bit deeper I found 
that the windows were going to be of nonfibrous material. It was a 
type of isinglass that would have burned by just putting a cigarette 
near it. I objected seriously on those lines to not have that material 
procured. Secondly, the building depended a great deal for its 
strength upon the siding and roofing as a bracing. 

Now, I wrote a requisition based on the fact of just structural steel 
and steel only so that that man would have to heavy up his members 
and if it was to go out to competition would be more favorably received 
and bid upon by all, to bring him into line as his members were very 
light. 

Mr. Rice. In your opinion, it was not sufficiently strong? 

Mr. Leany. That is right. He needed that roofing material, the 
steel, corrugated iron and siding material, to support the building. 

Mr. Rice. Did the question of delivery time come up{ Was Pacific 
Iron & Steel in a more favorable position to deliver ? 

Mr. Leany. Yes; there was a delivery involved. If I recall it, 
some reason or other the month of September comes to my mind, the 
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ate tt an I aarp was ae for delivery. As to whether 
Schl thea seed ie Aue a do not know. I heard talk in the of- 
seat going to make application to us for an extension of 

Mr. Rice. Did you have information that competitors of Pacific 
Tron & Steel might be able to deliver at the vied’ time or possibly 
— — @ 

r. Leany. No; I could not answer that question, because we di 
not go far enough to find that out. I feel, and in my own pr 
can answer that and say that I am pretty sure it’ would have been 
arranged. 

Mr. Rice. You feel from your position as a construction man and 
procurement man that you could have obtained suitable material 
just as soon ? 

Mr. Leany. Yes; very definitely. 

Senator Jonnson. Is it your opinion you could have obtained it 
as cheaply or cheaper? 

Mr. Leany. I do think less expensively; very definitely less 
as ernie 18 

enator Jounson. Your feeling is that if competitive bids had been 
called for you would have had delivery at the same time and prob- 
ably at a lower price? 

Mr. Leany. Yes, sir. This was let out on a square-foot basis. I 
have never in my life yet purchased anything having to do with a 
structural-steel building based upon square-foot area. We buy that 
either by lump sum or by steel or by tonnage, so much per ton, either 
for fabrication, erection or design, shop drawings, shop details. It 
is all-inclusive within one price as bid upon. This was sold to us upon 
a square-foot-area basis. To evaluate a square-foot price against a 
steel building would require a mathematical wizard to know what it 
was going to cost, because we did not know how much tonnage was 
going to be involved. It was a medium-bomber cantilever-type 
hangar, extensive spans. It was a building that the architect had 
already designed, and those were the drawings upon which I was 
working to draw a requisition upon his specifications based upon his 

lans. 
. Mr. Rice. Were those later scrapped ? 

Mr. Leany. I have never heard that they were. 

Mr. Rice. How about the tankers? What happened to the tankers 
that were bought for the asphalt? 

Mr. Leany. The tankers were never bought. There was prepur- 
chase information gathered, however, to arrange to procure quite a 
number of tankers to carry the asphalt overseas and after a contract 
for the asphalt, or purchase order was entered into for the asphalt 
to be sent over. that was canceled. 

Mr. Rice. What was canceled ? 

Mr. Leany. The asphalt. 

Mr. Rice. Not the tankers? 

Mr. Leany. Not the tankers because that had not been entered into. 
Prepurchase information was gathered with reference to it. 

Senator Jounson. You purchased tankers to carry asphalt and 
canceled the contract for the asphalt and wound up with the tankers 
with nothing to carry? 
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Mr. Leany. We found there was plenty of asphalt in Casablanca, 
and we did not need to buy it in the first instance, no reason for it. 

Senator Jounson. You did not need either the tankers or the 
asphalt ? 

Mr. Leany. No, sir. 

Senator Jonnson. You wound up with the tankers? 

Mr. Leany. No, sir; we were lucky not to have gotten into that. 

Mr. Rice. You were able to cancel that ? 

Mr. Leany. That is right. We never entered into a legal instru- 
ment or purchase order in that respect for tankers. 

Mr. Rice. How about the cork? 

Mr. Leany. Cork was talked about. It was not anything that was 
purchased—insulation material. Casablanca or North Africa has 
all the cork and cork forests anyone would want. 

The manufacture of that cork for commercial uses is done right 
over there in North Africa. They had all the cork they wanted over 
there. 

Senator JoHnson. In your opinion neither the Governme nt nor 
Atlas will have to pay anything on the purchase of the tankers? 

Mr. Leany. Not on the tankers, but they will definitely have to make 
a payment for the cancellation of the asphalt. 

Senator Jonnson. But no payment in connection with the tankers 
of any kind? 

Mr. Leany. No, sir. 

Mr. Rice. Was anything bought in the United States like concrete 
pipe or insulating material that could be purchased locally and shipped 
over ? 

Mr. Leany. There was an order for reinforced-concrete pipe that 
came in from the Casablanca office but after much discussion it was 
found that the material was available over there. They manufac- 
tured it right on the other side. I saw miles upon miles of it when I 
was over there. 

Mr. Rice. It was not bought in the United States? 

Mr. Leany. No, sir; that one was canceled, that requisition. 

Mr. Rice. How about the purchase of the coffee ? 

Mr. Leany. When I was up in Sidi Slimane a number of the men, 
the engineers, whom I had screened and sent over for employment in 
Africa complained bitterly to me that they had not had an American 
cup of coffee in nionths. I said that I could not understand because I 
knew all kinds of requisitions had gone to the New York office which 
we filled for American coffee. Where it went after we shipped it I 
did not know but I know that we were sending plenty of coffee over 
there. 

Mr. Rice. You do not know what became of the coffee? 

Mr. Leany. No, sir; I do not. 

Mr. Rice. How about those 11 tanks that were ordered? 

Mr. Leany. Well, back on May 2, 1951, I received a copy of a letter 
from the Corps of Engineers——— 

Mr. Rice. What was the date of that ? 

Mr. Leany. May 2, 1951. 

Mr. Rice. Yes. 

Mr. Leauy. It was addressed to Porter-Urquhart Associates, Skid- 
more, Owings & Merrill and had to do with the reduction in the scope 
of the storage fac*” ‘ies. 
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Mr. Rice. Who was the letter from ? 

Mr. Leany. The letter was signed by and from G. T. Derby, Colonel, 
C. E., Acting D. E., District Engineer. 

Mr. Rice. He is the project district engineer? 

Mr. Leany. Yes, sir; that is right. 

Mr. Rice. What does the letter say ? 

Mr. Leany. The letter in essence says that it reduces the amounts 
of storage to be installed at the tefminals and gives the amount of 
storage at each base. It lists the present facilities to be applied for. 

Now, in view of that letter I went forward with one of my engineers 
to reduce the scope of the large tanks that were on order at the different 
bases and they did further indicate—— 

Mr. Rice. What were these tanks to be used for? 

Mr. Leany. Diesel fuel, Diesel and auto fuels; fuel storage, high- 
speed refueling, hydrants, including operating storage for Avgas; 
terminal storage and Avgas and jet Luboil; Mogas storage and motor 
oil and Diesel oil. The total for all storage was to have been 67,114,000 
gallons. [Reading:] 

It is requested that the purchase specifications and pending requisitions and 
purchase orders be coordinated to conform to the above requirements. 

Which to me meant reduction in the over-all scope of the POL 
materials. 

Mr. Rice. I wonder if you would just tell us what happened. The 
language there is not very understandable. You got an order to— 

Mr. Leany. Reduce the amount of tanks. 

Mr. Rice. The amount of tanks. 

Mr. Leany. Reduce the amount of tanks we had on order. 

Mr. Rice. By how many ¢ 

Mr. Leany. By 11. 

Mr. Rice. By 11? 

Senator Morse. May I ask you a question? 

The document from which you have just read enumerating the pur- 
poses for which the tanks were to be used was what document? 

Mr. Leany. This letter 

Senator Morse. Just tell the record what the document is. 

Mr. Leany. The document is a letter from the Corps of Engineers 
under file No. ANAEVE PUA-67. Dated the 2d of ay 1951. 

Senator Morse. Addressed to whom ? 

Mr. Leany. Addressed to Porter-Urquhart Associates, Skidmore, 
Owings & Merrill, 1060 Broad Street, Newark, N. J. Subject: 
Reduced scope of POL facilities. 

Senator Morse. Signed by whom ? 

Mr. Leany. The letter was signed by G. T. Derby, Colonel, C. E., 
Acting District Engineer. 

Senator Morse. That is all. 

Mr. Rice. That is the letter of May 2? 

Mr. Leany. May 2. 

Mr. Rice. Senator, you understand Porter-Urquhart was the archi- 
tect-engineer on the job? 

Senator Morse. I just asked my question to get it identified for 
the record because in reading the record I thought it would be rather 
important. ; 
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Mr. Rice. Now you have a proposition where you are told by 
Colonel Derby to reduce the number of tanks to be obtained by 11; 
is that right ? 

Mr. Leauy. That is right. 

Mr. Rice. Then what happened? 

Mr. Leany. I went down to the procurement director and told him 
that I was going to issue a requisition change-order whereby I wanted 
to reduce about ten, 27,420-barrel tanks into one, 55,000-barrel tank 
and he told me that he would absolutely refuse to accept my requisition. 

Mr. Rice. Who? 

Mr. Leany. Mr. Sherfey, the procurement director of Atlas Con- 
structors; that he had been informed not, under any circumstances, 
to cancel any tanks whatsoever. 

Mr. Rice. These tanks were not needed, were they ? 

Mr. Leany. That is right. They were not needed. 

Mr. Rice. How much did they cost ? 

Mr. Leauny. Well, this would be a mater of 11 tanks of this sort. 
It would run—I would say $350,000 to $400,000. 

Mr. Rice. For 11 tanks? 

Mr. Leany. About that. It could be more and it could be less 
but I do not believe it would be a whole lot less. These are very 
expensive tanks. 

Mr. Rice. Why did Sherfey say he would refuse to cancel that 
order ¢ 

Mr. Leany. He said because steel was so hard to get and with this 
conversation that he had with Colonel Derby who informed him not 
to cancel any tanks whatsoever under any circumstances—but still 
he signed this letter and tried to have it reduced, and could not get 
it done. 

Mr. Rice. What is the answer? You have got one instance of 
Colonel Derby telling Porter-Urquhart to reduce the number of tanks 
by 11, and then you have got Sherfey saying Derby says not to do it. 
What is the right answer ? 

Mr. Leauny. The answer there is that they were not reduced. The 
11 tanks were never canceled. 

Mr. Rice. Is it your impression that the 11 tanks were then obtained 
that were not needed ? 

Mr. Leany. That is correct. This was a design matter wherein 
the architect-engineer felt that for that amount of storage facilities 
these 11 tanks were not needed, 

Mr. Rice. Was it your impression that Sherfey was overruling 
Colonel Derby, or Colonel Derby was overruling himself ? 

Mr. Leauy. I do not know what to say there. It is a pure matter of 
speculation on my part what I would say about that. The only im- 

ression I got from it was that he had received later orders after this 
fetter was issued and perhaps if he had received a copy he may well 
have discussed it with the Colonel and the Colonel said, “No, forget 
about it; leave them on order.” That, as I say, is pure speculation, the 
last couple of sentences I used. 

Mr. Rice. You understand that this committee is interested in waste- 
ful expenditure and lack of cost consciousness. What do you have to 
say about that in connection with those tanks? 
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Mr. Leany. I think it was a sheer waste of $350,000. They are tanks 
that we do not even need; tanks we do not want. We sent them over 
there and refused to cancel them. 

Senator JoHnson. Were they ever used? 

Mr. Leany. That I could not say, sir. I do not know because my 
employment ended as of a certain date and the shipment would not 
have arrived on the other side until after I had left the employment. 

Senator Stennis. May I ask a question before you leave that? 

Explain what they meant by saying that steel was so hard to get, 
they did not want to cancel these orders for the tanks. It was not a 
question of using them for something else, was it ? 

Mr. Leany. No, sir; I do not think it was for the use of anything 
else or any other area. They always did have in the back of their 
minds, however, new bases opening up; but that would be beyond my 
scope because I could only go according to the design of the architect- 
engineer, what he had planned, and how many tanks he wanted. That 
was my authorization—anything I received from him in the line of a 
specification and plans—detail take-offs, reduce them to a bill of 
materials and then make a requisition after checking the plans and 
specifications. 

Mr. Rice. As a matter of fact, was not there a letter from the Air 
Force directing that the number of tanks be reduced ? 

Mr. Leany. Well, sir, I never saw it if there was one. I do not 
know about that. 

Mr. Rice. What does that letter from Derby say? Read that again. 
The May 2 letter. 

Senator Jonnson. For the information of the members not here 
yesterday, Colonel Derby is the engineer in charge as a result of the 
designation of the Chief of the Corps of Engineers. Is that correct, 
Mr. Leahy? 

Mr. Leany. Yes, sir; that is correct. 

Shall I read this, Mr. Rice? Or would you care to see it? 

Mr. Rice. Read it. 

Mr. Leany. I will read it. 

All right. It is captioned at the top, “Corps of Engineers.” How- 
ever there is no copy marked on it and I am sure it is. Yes, copy is 
marked on this letter. “Corps of Engineers, U. S. Army, East 
Atlantic District.” My name is written in handwriting over here on 
the corner. The file number is “ANAEVE.” Underneath that is 
“PUA-67.” 

The letter is addressed to Porter-Urquhart Associates, Skidmore, 
Owings & Merrill, 1060 Broad Street, Newark, N. J. 

Subject : Reduced scope of POL facilities. 

Gentlemen: Reference letter from Fay Spofford and Thorndike, dated April 24, 
1951, regarding conferences in Colonel Stoltz’ office in Washington on April 17 at 
which time the quantities for bulk POL storage for the Moroccan air bases were 
discussed. A revised draft of a directive by Air Force Headquarters 

Mr. Rice. Wait a minute. You have got a “revised” after the 
directive there. 

Mr. Leany. Right— 
revised draft of a directive by Air Force Headquarters has been handed to the 
district engineer on April 26. This directive reduces the amount of storage 


to be installed at the terminals and gives the amount of storage at each base. 
The present facilities to be provided are as follows. 
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Mr. Rice. There is no question then about where the directive 
came from ? 

Mr. Leany. Where it came from. Then it goes on to describe the 
quantity of materials in gallons that would be at headquarters site. 

Mr. Rice. So far as you knew as a procurement officer there was a 
directive from the Air Force that the number of tanks should be 
reduced and someone overruled that? 

Mr. Leany. That is right, sir. 

Mr. Rice. Whoever that someone was was not connected with the 
Air Force? 

Mr. Leany. Apparently not. 

Mr. Rice. It was either Colonel Derby or Sherfey ? 

Mr. Leauy. That is right. [Reading:] 

Inasmuch as some planning has already been done on facilities of a larger scope 
than that listed above, the over-all plan should be left open for later expansion 
if it is found necessary. Copy of this letter is being sent direct to Fay Spofford 
and Thorndike and to Atlas Constructors. It is requested that the purchase speci- 
fications pending requisition of purchase orders be coordinated to conform to 
the above requirements. 

Mr. Rice. Now tell us a little bit, Mr. Leahy, about the set-up in 
the New York office as to procurement. Who was in charge and who 
passed on the orders and who really was doing the buying there ¢ 

Mr. Leany. The purchasing was being done by Mr. Robert Sherfey 
who was entitled “Procurement director.” Much of the purchasing 
that was being done was being done based upon cablegrams from 
overseas, for their requirements and the balance of the work that we 
were doing upon which we would purchase was the permanent installa- 
tions. We were labeled and considered in the engineering department 
as rear echelon to arrange and have procured and requisitioned the 
materials necessary for the permanent installations, not that of a 
temporary construction nature or anything dealing with temporary 
camps. 

Mr. Rice. Did Mr. Manning have anything to do with that? 

Mr. Leany. After I issued the requisition or one of those of my 
employees, the engineers in the department issued it, I signed it and he 
signed it and Mr. Manning authorized it by his signature. 

Mr. Rick. Was Mr. Manning actually doing that or did he have 
someone else acting for him? 

Mr. Leany. No; he initialed it himself. All] requisitions went to 
his office, and would remain there until he had time to sign his name 
to them. 

From there they went into a typing pool. 

Mr. Rice. Who had control of the bid abstracts ? 

Mr. Leany. We never had the privilege of reviewing the bid ab- 
stracts as to whether a vendor met specifications if any had been is- 
sued. We never had that privilege. That was downstairs in the 
procurement department. It was all done down there and that was 
based upon awarding the contract based upon the lowest of those 
bidders. That, of necessity, does not mean that that man or vendor 
had met the specifications. 

Mr. Rice. Did you find any instances where the vendor was set- 
ting up these specifications ? 

Mr. Lrany. Yes, sir. I found a great deal of that. I found many 
sases where, after the purchase order returned to me for my file and 
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study, the purchase order in nowise described what I had tried to 
purchase. It deviated so greatly 

Mr. Rice. Can you give us some specific instances of that ¢ 

Mr. Leavy. Well, it was so prevalent that there was no specific 
one I can think of. It just happened constantly. When my speci- 
fications were changed—— 

Mr. Rice. Who would change them, Mr. Leahy ? 

Mr. Leairy. Well, they were being changed by what was known 
as the control desk, a girl by the name of Bernice Ringbloom. 

Mr. Rice. Bernice? 

Mr. Leany. Bernice Ringbloom. 

Senator Jounson. Is she a talented, trained engineer ? 

Mr. Lean. No, sir. 

Senator Jonnson. Is it not somewhat unusual in sound business 
practices 

Mr. Leany. Extremeiy unusual; first time I have ever had it hap- 
pen in my life. 

Senator Jounson. For a girl on the desk to rewrite specifications 
of an engineer ? 

Mr. Leary. That is right, completely unauthorized to have done 
such a thing in the first instance. When an engineer signs it, it is 
presumed to be what he wants. If it is in error, it is his fault and 
nobody else’s. To have a mere clerk in the control desk to come 
along and change specifications really set my blood boiling. 

Senator Jonnson. What qualifications did she have for this job? 

Mr. Leany. I do not know her qualifications, sir. I had no access 
to the background of the people employed by Atlas Constructors. 
That was kept in Mr. Roy Sprout’s office in the personnel office. I 
knew of the background of my own men because I had interviewed 
them when I employed them. 

Senator Jonnson. You knew enough about her background to know 
in your opinion she was not competent to rewrite your requisi- 
tions and specifications ? 

Mr. Leany. Absolutely not qualified to rewrite or change in any 
way, form, shape or manner any requisition issued by an engineer. 

Senator Jonnson. Was that evident to you after she made some 
changes ? 

Mr. Leany. Oh, yes, sir. 

Senator Jonnson. Did you voice any complaints about it? 

Mr. Leany. Oh, yes; constantly. 

Senator Jounson. What did they do? 

Mr. Leany. I tried to arrange it with Mr. Manning that that par- 
ticular control desk would be under my guidance and under my juris- 
diction within the engineering department so as to try and stop that. 

Senator Jonnson. What did Mr. Manning tell you? 

Mr. Leatry. No; that that was the set-up in the office and there was 
nothing he cared to do about it. He was quite satisfied with the way 
the arrangement was. 

Senator Jonnson. He believed her to be qualified ? 

Mr. Leauy. I believe he does think she is fully qualified. 

Mr. Rice. What did she do before she did that ? 

Mr. Leany. Well, she right from the very beginning set up this 
control desk. 

Mr. Rice. Was she a stenographer? 
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Mr. Leany. I never knew she was. She could be and I would not 
know that. She was already there when I became employed by Atlas. 
She later from:a salary of something like $55 went on up to $110 in 
increases. 

Senator Jounson. To $110 a week? 

Mr. Leany. Yes, sir; with no increase in duties, no change in the 
requirements of her office. She was doing the same identical work on 
this control desk at the lower salary as she is doing today at a higher 
salary. Her employees have not increased any. She has already had 
two clerks working with her. That is also true of another young lady 
there by the name of Marie Bessemer who is Mr. Manning’s secretary. 
What the salary was originally I do not know but I have heard that 
salary is now $110 a week, or approximately $3.75 an hour. 

Senator Srennis. These specifications that you say had been 
changed now, was that for materials like steel, cement, or what? De- 
velop that a little more. 

Mr. Leany. Well, in that case 

Senator Jounson. I wonder if you take just one instance and 
follow through. Tell us what you asked for and what you got. 

Mr. Leany. I will see if I can think of an example. I do particu- 
larly recall my electrical engineer issuing a requisition for a great deal 
of electrical supplies and materials and he complained bitterly to me 
afterward when the purchase order came back to our department be- 
‘ause he would match our requisition and purchase order to see that 
everything was purchased in accordance with the way the memo- 
randuin specified and in a number of instances the figure numbers had 
been changed; the cover plates figure numbers had been changed. 
That also was true in the matter of mechanical valves and fittings. 
They also had been changed. 

Specifically, it is hard for me to put my finger at the moment right. 
on a requisition number and say item No. so-and-so was changed. 
Much happened during the time I was there. We used to issue at 
least 30 to 35 requisitions a day and it is very hard to keep track of 
just that but I knew it was going on and did by complaint. to Mr. Man- 
ning try to stop that. 

Senator Jounson. When you complained to Mr. Manning did he 
give you any justification for the changes that had been made by Miss 
Ringbloom ¢ 

Mr. Leany. She was taken completely out of the wage bracket and 
classification she was in and put under the guidance and control 
of the purchasing department. She and the department were turned 
over completely, in toto, to the purchasing department. 

Senator Jounson. In your opinion, did the changes result in waste, 
both in time and money ? 

Mr. Leany. Oh, yes, sir; definitely because after that happened 
we would have to issue a change order. 

It is necessary time and again for the engineers to change something 
that has gone out to bidders, perhaps 20 or 30 copies of that made, 
for invitation te bid with errors in it. Then when it came back we 
would have to go forward and issue change orders so that my depart- 
ment was overloaded with work because of the change orders con- 
stantly, which, if the requisition had been left alone in the first place, 
had nothing wrong with it and it would not have been necessary to 
have been changed. 
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Senator Jonnson. Would you say the procedure followed in this 
instance by Miss Ringbloom was unorthodox and unusual in ordinary 
business practice ? 

Mr. Leany. It is contrary to anything to do with engineering, sir. 

Senator Jounson. Do you have any explanation of it whatever? 

Mr. Leany. No. Frankly, I saw no reason for that control desk. 
It was a matter of clerical recording of the requisitions—those that 
came from the other side—or it was of value whereby you could secure 
information as to what purchase order applies against what requi- 
sition or the reverse; then it would have some merit. But under the 
circumstances, in my opinion, it could have been done away with 
entirely, 100. percent, and that to me is a waste. 

Senator Jounson. Mr. Leahy, did Mr. Manning advance any rea- 
sons when you complained to him? 

Mr. Leany. No, sir; except to take that department, so that I could 
not possibly have it in my department, and put it into procurement. 
That is generally a function of an engineering department—the con- 
trol of that type of clerical work. At the present time in my present 
employment one girl does it for me and she is my secretary and 
stenographer and clerk for the recording of the requisitions. 

Senator Jonnson. Do you have any information as to whether Miss 
Ringbloom is functioning in that capacity ? 

Mr. Leany. Yes, sir. As of 2 days ago I knew she was. 

Senator Jounson. You think as long as she continues to function 
in that capacity it will result in waste of both time and money? 

Mr. Leany. It will definitely continue to be a complete waste of 
time and effort as long as that control desk remains in that office, among 
other things. 

Senator Jounson. Did the changes that took place at that desk 
result in poor materials, more costly materials, and poor construction / 

Mr. Leany. Well, if the requisition had been left in the state in 
which she issue’! it, there would have been a lot of waste. But, as I 
said before, we had to make change orders and check those things to 
find that out and the material ordered was what we requisitioned. 

Senator Jounson. What,you are saying in effect is: you placed the 
material orders and filed your requisitions based upon engineering 
experience; and then Miss Ringbloom rewrote them and they came 
back and you had to rewrite Miss Ringbloom’s rewritten orders? 

Mr. Leany. That is right. To elaborate even further than that, 
many of our requisitions were changed in the purchasing department 
as well from the specifications we issued as memorandum specifica- 
tions to purchase. It would be changed to a vendor’s suggested speci- 
fication and the purchase order and my requisition never matched. I 
mean by “my requisition” those of my department. 

Senator Jounson. So it appeared to you that the people who were 
selling the stuff were determining what they sold instead of the engi- 
neer who was buying it and using it ? 

Mr. Leany. That is correct. 

Senator Stennis. Mr. Chairman, you asked if there was any justi- 
fication for that in the trade. Is there any ground for that? 

Senator JoHnson. He testified that it was very unorthodox, very un- 
usual, and very wasteful. Do you know of any similar practice in the 
construction industry ? 





; 
| 
| 
i 
; 
a 
| 





sstcnasepepttalie NSA ahlbety tan tn has: Wallet SRA Sibi aia ates 


aha PRA BS ok RI RGA, I a Sic ALERT CIS. 


EL, 


cas Sebi ices He ue RR tia a ne la A dha t rs Tsao ble 


INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 389 


Mr. Leany. No, sir; that is completely unorthodox. It is unheard 
of. It is rare in this business to ever have it done. It would be only 
encouraged by someone who did not know their business. 

Senator STenN1s. It was not due to scarcity of materials? 

Mr. Leany. No, sir; that would not have any bearing on it at all. 

Senator Srennis. When the vendor changed this, was that one par- 
ticular vendor that was the actual seller, or was it a group of vendors? 

Mr. Leany. Groups of vendors—in other words, sir, when they 
would bid they would not bid what we had asked them to bid on. 
They would come back with their interpretation of what it was we 
wanted to buy and the purchase order that would be written based upon 
their proposal for that requisition which meant in many cases I would 
be missing valves and fittings and flanges and bolts and nuts and 
things of that sort after the purchase w ent through and I would have 

to check back and check carefully that requisition which I had called 
for item by item. They would bid it as an over-all picture. I would 
not know what we were going to receive. 

Mr. Rice. Was there any question, rumor, or allegation that this 
unusual practice was brought about because of kick-backs or any cor- 
ruption? Did you hear about any of that on the job? 

Mr. Leany. No, sir. I hada suspicion. Wherever there is so much 
money as this involved there are always bound to be those that are 
somewhat shady in their business transactions. 

Mr. Rice. How about the Machetti—— 

Mr. Leany. I could, however, under no circumstances say that is 
true. Lhad no proof and I have no facts to offer on that. 

Mr. Rice. How about Machetti? What happened there? 

Mr. Leany. Well, the Machetti deal—he was a camp manager over 
in Casablanca. 

Mr. Rice. What is his name ¢ 

Mr. Leauy. Milo R. Machetti. 

Mr. Ricr. What happened there ? 

Mr. Leauy. While I was overseas Mr. Borman asked me to bring 
back a very large envelope containing all the evidence that the con- 
sulate had secured and written testimony of vendors in Casablanca 
whereby it was told to me by a security officer working directly for 
Mr. Borman who had gone and secured these witnesses and arranged 
for the testimony before the American consulate, that the bidders in 
Casablanca had raised their figures between 10 and 20 percent when 
they bid. That comes from a man whose name I do not know. He 
is known as a security officer on the other side. He was the one who, 
with my secret papers issued to me to the plane to be sure I got proper 
reservations and the material I was carrying in my brief case was of 
vital importance. 

Mr. Rice. You had the papers on Machetti and your understanding 
was that it was a rigged bidding proposition he was accused of ? 

Mr. Leany. I did hear that; yes, sir. 

Mr. Rice. Do you know where Machetti is now? 

Mr. Leary. Well, from information gathered in this room this 
morning I was given to believe he is at Port Lyautey and working on 
that project at the present time. 

Mr. Rice. Is that near Casablanca? 

Mr. Leany. That is out on the water front on the Atlantic Ocean. 

Mr. Rice. That is a naval project? 
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Mr. Leauy. I heard it was when I was there. 

Mr. Rice. Who was he working for there? 

Mr. Leany. I do not know his employers, sir. 

Senator Jounson. Who gave you that information ? 

Mr. Leauy. The information that he was working there, sir? 

_ Senator Jounson. The information you got in the room this morn- 
ing. 

Mr. Leany. That was Mr. Dillon. 

Senator Jonnson. Who is Mr. Dillon? 

Mr. Leany. That gentleman sitting right over there, sir. That is 
the gentleman who represents the Construction Men’s Association. 

Mr. Rice. James Dillon. He was a witness before. What did Mr. 
Dillon say about Machetti ? 

Mr. Leauy. He had heard from some of his sources that Mr. Ma- 
chetti was working at Port Lyautey at a much higher salary than he 
had been previously receiving from the Atlas Constructors. 

Mr. Rice. How much? 

Mr. Leany. He was told twelve to fifteen thousand a year. 

Mr. Rice. He is working for Steers-Grove there? 

Mr. Leany. I do not know. 

Senator Jounson. When these specifications were changed by the 
vendor or to please the vendor, after you had prepared your request, 
did that have the effect of limiting that particular purchase to that 
particular vendor? 

Mr. Leauy. Oh, yes. It was confining. If, and provided for some 
unknown reason, we had later to cancel that, perhaps for nondelivery 
or violation of time element, we never could go out based on that pur- 
chase order and secure equitable bids from others. It was confining 
and it was restrictive and it was just his material and his only. By 
that I mean that if it was something to do with a piece of equipment, 
the horsepower might be 150 and the wheelbase might be 157 inches. 
That confines that truck to just one manufacturer. If you put a size 
tire on there 625 by something you are confining that to only one 
vendor. 

Senator Jounson. Is it your opinion and your testimony that where 
these specifications were changed after you prepared them, in effect, 
the sellers were writing their own ticket ? 

Mr. Leany. I will answer that; yes, very definitely, sir. That was 
their ticket. 

Senator Stennis. The individual seller ? 

Mr. Leauy. Yes, sir. That I can specifically tie down to this in- 
stance. It had to do with concrete trucks. I recall right in my pres- 
ence a buyer picking up the telephone and speaking to a vendor and 
writing down the specifications he told him to write down for those 
trucks. I complained bitterly to this man. I said, “Look, I know a 
fair amount about concrete. That is my business. How many gallon 
tanks are we going to receive on that? How big are the valves going 
tobe? Are you going to have a walk-away on the side for the operator 
to go back and forth to the cab?” I said, “I have had experience with 
overloading of water in concrete and also a smaller amount of water, 
and I want to be sure that when we send trucks over there that they are 
going to operate, and operate properly.” He says, “Don’t worry about 
it. It isall right. This is what we have got to buy. We have to send 
it over there in an awful hurry. They need it right away.” 
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Mr. Rice. Who was this? 

Mr. Leany. A buyer in the procurement division. 

Mr. Rice. In New York? 

Mr. Leany. Yes. 

Mr. Rice. Is he still there? 

Mr. Leany. No, sir. 

Mr. Rice. What happened to him? 

Mr. Leany. He is presently out of there. I hesitate mentioning his 
name only because—if I am pressed for it, I will, but if I do not have 
to, I would just as soon not—I was instrumental recently in having 
that man’s services employed by my present employer. I know him to 
be a very good buyer if, and prov ided he sticks to the specifications of 
the engineering department, which at the present time he is doing to 
the letter of the law. That was the condition I placed on him. 

Mr. Rice. Did they buy the trucks? 

Mr. Leany. Yes, sir. 

Mr. Rice. Did they buy the wrong ones? 

Mr. Leany. I do not know whether they bought the wrong—it is 
hard to say. 

Mr. Rice. In any event, they did not agree with what your con- 
cept-———- 

Mr. Leanry. Of what a good concrete truck is; yes. I did recom- 
mend it should be a highboy instead of a lowboy. In past experience 
a truck that would discharge from the higher point of the tank was 
much more of an advantage ‘to construction than it was to have a low- 
boy, because in many cases the truck has to back up, and the lowboy 
is too low to discharge properly. 

Mr. Rice. Who sold the trucks, do you know? 

Mr. Lrany. No, sir. I would be answering in error, I am afraid, 
if I said the vendor I have in mind. 

Mr. Rice. Would you be able to find out? 

Mr. Leany. I could refresh my memory. It would take mea while. 
I have the material sheet. 

Mr. Rice. We will pass it for the moment. How about the fork 
lifts? Was there anything unusual about the buying of the fork lifts? 

Mr. Leany. Yes, sir, there was. You see the field had a ver y bad 
habit of sending in a cablegram requesting 10,000 feet of building, 
fork lift, apples, oranges, and materials of unlike nature, and no 
memorandum specifications or end use for us to know what they 
wanted them for, or the job that each was to do and what it was to be 
used for. We are not magicians in that case. 

These fork lifts came in in a cablegram, I forget how many, but I 
think it was 80. 

Mr. Rice. What is a fork lift? 

Mr. Leany. A little truck that has a fork on the motor. A man 
sits back like this and the engine is in front of him. There are two 
great big rods or channels that run up the side and that fork goes 
underneath a great quantity of cement bags, for instance, under a 
pallet, and that is lifted up and then the machine runs it around to 
place it elsewhere. 

Mr. Rice. Or cinder block ? 

Mr. Leany. Or concrete block, yes, sir. 

Senator Sauronstati. They use it for unloading ships? 
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Mr. Leany. Yes, sir. They use it for that purpose, also. But there 
was no specification whatever as to how many tons they wanted, what 
was the tonnage of the machine, how high was the fork to lift? What 
was the horsepower of the machine? How big did they want the 
tires? [had nothingto goby. In view of the fact that it was a Casa- 
blanca requisition, the procurement director went out and bought 80 
fork lifts with no specifications except the vendors, and they were 
purchased. As to elastin they were ever delivered or not, I do not 
know. My employment was terminated as I say. 

Mr. Rice. Do you think 80 would be an unusual number? 

Mr. Leany. Extremely unusual. 

Mr. Rice. What is unusual about it ? 

Mr. Leany. As I said before, we did not know the end use or what, 
these were to be used for, or where. If they are to be used at a dock, 
my observations of the dock at Cacablanca were that no more than two 
ships at a time could possibly come into that harbor. ‘Twenty-eight 
others would stand outside anchored. But two were the most that 
could be handled at any one time. What they would do with 80 fork 
lifts—you cannot use all kinds of cargo with fork lifts: You cannot 
certainly move structural steel with it. There are many awkward 
types of materials that you could not possibly use a fork lift for. 

Senator Jounson. What does a fork lift cost ? 

Mr. Leany. Upwards of $8,000. 

Mr. Rice. Each? 

Mr. Leany. Each. 

Mr. Rice. Was there anything about the crating of the fork lift 
that came to your attention ? 

Mr. Leany. No, sir. 

Mr. Rice. Would a fork lift need to be crated to be shipped ? 

Mr. Leany. Oh, no. I do not know what you would crate it for, 
They will lash that to the deck. It is deck cargo. I do not know why 
you wonld crate those. 

Mr. Rice. No reason to crate a fork lift? 

Mr. Leary. Under no circumstances. There is nothing there you 
have to protect. It is a brute of a piece of equipment machinery. 

Mr. Rice. I understand these fork lifts were crated at a very sub- 
stantial sum, and there is a serious question about whether they needed 
to crate them. 

Mr. Leany. In my opinion, if I wrote the requisition for it, I would 
most certainly never ask for export packing on a machine of that sort. 

Senator Jonnson. Where do you get this $8,000 figure on the cost? 

Mr. Leary. That is purely an estimate on my part, sir, no more 
than I have no definite f gure to 

Senator Jounson. Did you ever buy a fork lift? 

Mr. Leany. I have never had occasion to in my experience; no, sir. 
We use other kinds of equipment. 

Senator Jomnson. On what information do you base that estimate ? 

Mr. Leary. Only my opinion as to what I think, if I was to go out 
and buy, what I would set aside to pay for it or get it for. 

Senator Jonnson. Just a guess out of the air? 

Mr. Leany. No. It is an estimate on my part from my experience 
in the field of having bought other like equipment. It is hard for 
me to say what like equipment might be compared to a fork lift. 
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There is nothing like a fork lift but a fork lift. But, if I was to buy 
a piece of machinery that big, let us say, it would be a large concrete 
mixer—a Barber-Green, let us say—I could make a fair comparison 
with the cost of that to the cost of the fork lift. 

Senator Jounson. What you are saying, Mr. Leahy, is that in effect 
the specifications and procurement orders placed by the engineers 
employed on the job were altered and changed by the material and 
equipment contractors which, in many instances, resulted in increased 
cost, and had the effect of foreclosing other bidders on that particular 
order? 

Mr. Lean. ‘Yes, it was an exclusion of other bidders. The rest 
of your question I would answer “Yes” to. It was completely unor- 
thodox. We do not buy that way. A man in construction does not 
procure and purchase his materials in the fashion in which it has 
heen done in this case. 

Senator Jonnson. Instead of the engineers on the job who have 
been trained:in that field, determining what was bought for the Gov- 
ernment, in effect the material and equipment contractors determined 
what was bought for the Government account? 

Mr. Leany. Yes. My answer there is “Yes, definitely.” 

Senator Jomnson. In your opinion that was a very costly procedure 
and a very wasteful procedure, and an unheard-of procedure with 
good standard contracting companies? . 

Mr. Lean. That is correct ; yes, sir. 

Senator Satronstat.. This experience, Mr. Leahy, of yours, was 
based on 4 months with the company of which 1 month was spent in 
Morocco, is not that right ? 

Mr. Lranry. I went to work for them, I believe it was March 7 to 
August 3. 

Senator Sauronsrati. March 7? 

Mr, Leany. Yes, sir. I was employed March—well, let us see, 
March is all 1 month; March, April, May, June, July, and August. 

Senator SavronsraLyt. You were 4 months in the office in New 
York? 

Mr. Leatry. I was six months in the New York Office and 1 month 
overseas. Because I cannot count August, that is true. 

Senator Jounson. Did you at any time during the period that you 
were employed ever bring to the attention of the Corps of Engineers 
that these requisitions and specifications were being changed and these 
contractors or equipment and material companies were writing their 
own tickets? 

Mr. Leary. Many times I discussed with Captain Matson just that 
problem. TI also discussed it further at the meetings we used to have 
with the Department heads. That is a matter of record before those 
minutes were recorded. 

Senator JouHnson. What was their reaction ? 

Mr. Leany. I did not see any reaction that was favorable to me. 

Senator Jounson. Did you see any reaction that was favorable to 
the Government and to the taxpayer? 

Mr. Leany. No, sir. It is still prevalent today. It still goes on 
today. There has been no deviation from the time I left there. I 
have been with a number of contractors during my life and engineer- 
ing companies and I have never yet seen an organization operate in 
this fashion, ever, and call themselves contractors. It cannot be done. 
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Senator Jounson. You think the best interest of the contractor 
would be served by closing down the whole thing at the moment until 
a review could be made and these wnorthedox and unusual pratices 
could be corrected ? 

Mr. Leauy. Senator, I feel, in my opinion, that contracts should 
be terminated tomorrow. The longer we continue with it—it hap- 
pens to be a fixed-fee, time-material job or cost-plus job, it is not what 
we consider a firm contract that you could not break easily without 
having to pay plenty for it, but in this instance being such that the 
Corps of Engineers from time to time gives them projects to do or 
gives them work to do, I really frankly feel it should be cut off to- 
morrow and not let go one more day. 

Senator JoHnson. You think the taxpayer would save both time 
and money if that. were done? 

Mr. Leany. Most certainly and definitely that would be true be- 
cause there are a number of highly reputable contractors who would 
handle that job and do it to the best interests of the Government and 
the taxpayers. 

Senator Jounson. What is the answer, though, to this argument 
that it was a crash program and speed was the very essence and the 
only way we can get speed is to be wasteful and you cannot do some- 
thing fast and cheap at the same time? You have to have one or 
the other. ' 

Mr. Leany. You could have a happy medium. You can arrive at 
a happy medium and still it would not cost us what this has cost us 
so far. There is differentiation between the extreme and the other 
end and we could certainly strike a happy medium for that crash pro- 
gram. The crash program, after all, was one for temporary landing 
of an airplane. Even in view of the fact that $300,000,000 was in- 
volved the crash program did not mean anything in comparison to 
the over-all picture. That was to get a plane out of the air and onto 
the ground. I was there on Bastille Day when they arrived. I saw 
them come down. 

Senator Jonnson. Isn’t it your opinion that you could proceed 
faster with conventional methods of procurement and operation than 
by this change-order technique you have discussed here this morning ? 

Mr. Leany. A conventional manner may sometimes be thought of as 
taking a long time but in the leng run it will be certainly less costly 
to do it that way, sir. 

Senator Jounson. And probably faster? You do not gain any 
speed, do you, when you write a requisition and Miss Ringbloom 
changes it and rewrites it and then you rewrite it? 

Mr. Leany. That is correct, sir. We do not gain a thing but a lot 
of wasted time and effort on the part of everyone. 

Senator Jonnson. And it is your opinion that if you followed the 
standard practices in the industry you would not only save money but 
you man save time / 

Mr. Leany. You would save money, a great deal of it, and a great 
deal of time which would bring you down to a more efficient manner of 
operation. 

Senator Jounson. So you think this argument that speed is required 
is just a red herring to justify wasteful practices? 

Mr. Leany. Yes,sir,[ do. Ido. That is just a camouflage. That is 
not that serious, that crash program. That was a program within the 
main program. 











Desde ciabatta Sa TO tae ae 


FL cE SSS Fe 


aan ae 


* 


pabsel arte 


INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 395 


Senator JoHnson. Let’s say it was serious and let us assume that we 


can’t determine how serious it was and we have got to be in a hurry. 


Your testimony is you can do it faster by following the standard pro- 
cedures without having stenographers on top levels rew riting engi- 
neers’ requisitions. Is not that your testimony ! ? 

Mr. Leany. Yes, sir, that has been my testimony. 

Senator Jounson. So if speed is of the essence the best way to get 
speed is to follow standard procedures and to carry out the specifica- 
tions ? 

Mr. Leany. That is right, sir. We have certain standard practices 
within the trade that you cannot deviate. You can try for hell and 
high water but it will be costly. There are certain methods we employ 
in this business that you just cannot do anything other than those. It 
goes down, let us say, from father to son, from your experience in col- 
lege. It is taught to you how to do these things. There are definite— 
when you design a window there are definite measurements you use. 
Can you vary it? Yes, you can. You can vary it and get a different 
type of window. But it was not the original design, basic design. You 
have changed it. You will have a funny- -looking head and an odd- 
looking jamb if you put it out of proportion by changing those meas- 
urements for instance. 

Senator Sitronsratu. Mr. Leahy, there are two things that appeal 
to me in your testimony. One, if you are going ahead with speed on 
these programs maybe you have to get the materials or we will say the 
concrete mixer or the lifter that you can get and therefore you may 
have to alter your specifications and, two, the other thing that appealed 
to me was that you spoke about buying steel on a square-foot basis 
for building. If speed ‘is of the essence maybe you do not have these 
specifications for that building and the only method you have is to 
figure out as close as you can the steel that will go into so many square 
feet of space. Both those figures would be based on speed. I am not 
standing up for the contractor but it would answer some of the state- 
ments you have made, would it not? 

Mr. Leany. Well, sir, if we bought that hangar in an orthodox 
manner, we would have had more speed and we would have had a 
complete building. It would never have gone out just as a square- 
foot area of steel to cover an area. We would have been assured that 
the electrical material was all going to be installed there, the design 
would be worked up by the architect, we would have specifications to 
buy on the mechanical work, we would be sure that the electrical 
equipment that was necessary to operate the doors was to be included 
with the building. We had many other trades that were not even 
being considered, ‘that should follow one after the other from the speci- 
fication. The steel must 

Senator Jounson. How long have you been in the construction 
business ? 

Mr. Lean. I have been 23 years, which brings me back to about 
1929, when I first entered business. 

Senator Jounson. In your 23 years’ experience do you know of any 
or der where speed required that’ you buy steel on a square-foot basis ? 

Mr. Leany. No, sir; none. 

Senator Jounson. Have you ever heard of any? 

Mr. Leauy. No; this is the first time. 











396 INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 


Senator Jounson. Have you ever read of one? 

Mr. Leauy. Never before. 

Senator Jounson. Anybody ever whisper to you about one; any 
rumor about it? 

Mr. Leany. No, sir. I know of no rumor. 

Senator Jounson. Have you ever heard any conversations about 
the practice of buying steel on a square-foot basis, by your associates 
in the engineering profession? Have any employees on the job made 
the same criticism that you made of buying this steel on a square-foot 
basis ¢ 

Mr. Leany. Every engineer that I had in my office complained 
bitterly to me about it and we discussed it at long length. None of 
them had ever heard of it before. 

Senator Jounson. How many engineers did you have in your 
office ? 

Mr. Leany. I had eight. 

Senator Jounson. Were they experienced ? 

Mr. Leauy. Yes, sir. Licensed professional engineers. 

Senator SatronstrauL. That is od true, Mr. Leahy, not to dispute 
a word the chairman has said, that steel has to go abroad by ships 
and plans and specifications can go by air if haste is in the construc- 
tion ¢ 

Mr. Leany. Oh, yes; definitely. But I still am bringing up the 
point that I see no reason in the world to have purchased steel from 
a contractor who is all the way out in California and transship that 
material across the whole United States and bring it to the terminal 
and then transship it overseas in a boat. That same material could 
have been bought, I am sure, either in the north, south, east, or west, 
nearer within an area maybe of 100 miles. Not only did it cost us a 
lot of money for the building to have put it out without any competi- 
tive bids, but it also cost us a terrific amount of money for transpor- 
tation. That did not sail from the other coast. 

Senator Jonnson. Some of us do not understand it, but in some 
quarters there seems to be a transportation phobia. We not only 
ship steel from the west coast across the country to be shipped other 
places when it could be obtained on the east coast but we ship boys 
from the east coast to Hawaii to give them some basic training and 
then ship them back to the east coast to send them to Europe. We 
maintain a good transportation business but it is poor business for 
the taxpayer. 

Mr. loam That is right; and it is not conducive to speed to get 
that hangar over there in a hurry. 

Mr. Rice. In connection with your speed proposition, I think the 
record shows—and correct me if I am wrong—that the urgent re- 
quirement of the job was to prepare the landing strips for the com- 
ing in of the planes by July 14, if they could, Bastille Day. 

Mr. Leany. That is right. 

Mr. Rice. Now that July 14 came and the planes landed there? 

Mr. Leany. Yes, sir; they did. 

Mr. Rice. You were on the job after July 14? 

Mr. Leauy. No, sir; I was there when the planes landed. 

Mr. Rice. You were there and you continued and you were aware 
of what was going on after July 14? 

Mr. Leany. Yes, sir. 
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Mr. Rice. Then did you notice any change in the approach to the 
buying problem after July 14 or was speed still of the essence? Did 
these irregular pain still continue ¢ 

Mr. Leany. The materials needed for that crash program were not 
over there. They were long lead materials. You could not buy them 
that quickly. They had not even arrived there yet. 

Mr. Rice. After the 14th of July, when that date passed and speed 
no longer was necessary, did they change their buying practices any 4 

Mr. Leany. Oh, no, no; it was the same. It would flow through 
in the regular manner, helter -skelter buying, just exactly the same. 
The crash program did not affect the purchasing any. 

Mr. Rice. So the helter-skelter buying and these irregular prac- 
tices continued after the 14th of July, just as they had before? 

Mr. Leany. Oh, yes. Even before the crash program was known 
as a crash program and after. 

Senator Srennis. Mr. Chairman, I want to go back to the lifts for 
a minute. 

You said there were 80 purchased. Did you have an estimate on 
how many were actually needed ? 

Mr. Leany. I did bring this out to this extent, Senator, in deserib- 
ing that if they were to be used for harbor purposes, to unload ships, 
80 would never be needed, because it could not take but two boats at 
a time. 

Senator Stennis. How many would be needed? 

Mr. Leany. Well, I would say 

Senator Stennis. A rough estimate? Twenty? 

Mr. Leany. If they had one at each warehouse and used it for that 
purpose, it would be only three. Casa Main and two other main ware- 
houses. That is four. They could use four. Five at the dock would 
be nine. Let us say 10. If they had to send any of those fork lifts 
for some unknown reason to the area, Sidi Slimane and Nouasseur, 
and which at the moment I can’t see why they would go there, although 
there might be a reason for it, I would say five more at each, and that 
is 10. That would be 20. 

Senator Stennis. An outside figure of 20. 

Mr. Lean. That would be a lot of fork lifts. 

Senator Srennis. Your outside figure there is 20 and you ordered 80. 

Mr. Leany. That is right. 

Senator Stennis. At $8,000 a piece, that would be $640,000. You 
estimate only 20 would really be needed ? 

Mr. Leauy. Twenty at $8,000 would be $160,000. 

Senator Srennis. The chairman mentioned this transportation 
problem. I have a letter from a young man, a relative in my home 
State, who was stationed in Italy in the service and was brought back 
to Kansas en route toGermany. That is an actual illustration of how 
it worked. 

Senator Jounson. We are trying to study and do something about 
the transportation phobia. Secretary Pace has notified the ¢ ommittee 
he is going to do something about the Hawaiian situation. Is it your 
recommendation, Mr. Leahy, that this job be closed down until a new 
look can be taken at it and arrangements can be made to provide for 
more efficiency and more economy in its operation ? 

Mr. Leany. Very, very definitely, sir. ‘That is what I have in mind. 
exactly, and what I have said. I reiterate that. 
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Senator Jounson. Do you have any motive in coming here? Are 
you angry at any of the people connected with this organization? 
Do you want to get any of them involved in trouble? What is your 
purpose ¢ 

Mr. Leany. I am a subpenaed witness here. And because of my 
bitterness, insofar only as the unorthodox manner in which this was 
performed, it upset me to no end when I saw taxpayers’ money being 
wasted. - 

Senator Jounson. Would you say you were bitter at your former 
employer, or would you say you were disgusted with the waste that 
was taking place under the Government’s eye and that they were doing 
nothing about ? 

Mr. Leany. Iwas completely disgusted. That is why Iam glad. 

Senator Jonnson. It is based on disgust rather than bitterness? 

Mr. Leany. I have no bitterness. 

Senator Jounson. It is based on principles instead of personalities ? 

Mr. Leany. That is right. I have no bitterness toward them at all. 
As a matter of fact, if I was offered a position there tomorrow I would 
have no hesitancy in going back if, and provided this whole thing is 
straightened out, or I might have the privilege myself to straighten it 
out. What I think should be probably done to save the taxpayers’ 
money is to look at this procurement and purchasing from an econom- 
ical eye; search more carefully each and every thing that is to be pur- 
chased; to have justifications for why we would want 80 fork lifts. 
We had 80,000, I think it was 80,000 pallets, a requisition came from 
Casa Blanca for 80,000 pallets. I wrote a cablegram back and said 
“Where in this world are you going to use 80,000 pallets? It would 
cost more than a half-million dollars.” 

Senator Jounson. Pallets? 

Mr. Leany, P-a-l-l-e-t-s, pallets. 

Senator Jounson. What is a pallet? 

Mr. Leary. It is called a Navy-type pallet. 

Senator Jonnson. That is aeanatiag a little boy sleeps on when 
there are not enough beds in the house? 

Mr. Leany. No, sir; itis not. A pallet is that upon which we nor- 
mally let cement rest and the fork lift comes along—it is up on the 
floor about 8 or 10 inches and the fork lift slips underneath it and picks 
that cement up and moves it to wherever it is going to go, a batching 
plant. 

Senator Jonnson. When you made your inquiry as to what they 
were going to do with 80,000 pallets, what did they tell you ? 

Mr. Leany. I never received a response to the cablegram and I 
did not allow them to be purchased until such time as that cable- 
gram had been cleared. 

Senator Sarronstatt. You have one other motive in being here 
Mr. Leahy, have you not? Your pride as an engineer has been terri- 
bly insulted by the experience that you had in that office; is that 
correct ? 

Mr. Leany. That is correct to say that, Senator; yes. It is not so 
much pride, I would not use the word “pride,” I do not like to; I can 
be as humble as anyone else. But the point is that we are just throw- 
ing money away and I saw it being thrown away by ineflicient people 
in charge of that organization ‘who were not qualified in my opinion 
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to be running that as a business-manager set-up when it should have 
been an engineering or construction set-up. 

Senator Jonson. I do not know anything about constructors but 
it seems to me that you have a list of large firms here. It is a joint 
venture, and T do not know anything about these people, except one 
firm. But my impression of at least one of the firms was that it was a 
reputable, highly qualified, competent business organization that 
could take care of itself in the competitive world and had done so. 
How do youe xpli iin five supposedly reputable, able contractors going 
together in a joint venture and getting the result in inefficiency that 
was testified to yesterday by the assistants to the Inspector General of 
the Air Force and by the representative from the Asphalt Institute 
and by all the witnesses that have testified up to this point’ Why do 
you think these five firms could go together and not get better results 
than that ? 

Mr. Leany. Morrison-Knudsen has a fine reputation. Nello Teer 
has a fine reputation. Mills has a good reputation and so does Bates 
and Rogers. But they are not contractors in that sense. Morrison- 
Knudsen are primarily and basically dam builders. The building of 
a dam is nothing like an airport. 

Senator Jounson. But both of them require a lot of dirt moving. 
I understand that is one of the primary things in this field. 

Mr. Leany. That istrne. But earth moving is not all there is to be 
dene in an airport. We have »ll the POL facilities and none of those 
men in my opinion were qualified for a POL system. Even from an 
architect’s design you must know something about a POL system, 
have had experience in the past, to have solved those things, to know 
what you are going to need, what the material is. You have got to 
recognize a valve when you see it, and what kind of a valve it is. Ifa 
valve is only 150 pounds pressure, you should know right away that is 
right. The pressure that is going to be there, you know by calculating 
that it should have been a 300-pound valve. Who would know the 
difference between that unless you had experience? That is not in 
evidence in the New York office. 

Senator Jounson. Was it in evidence in the field in the superin- 
tendent’s office ? 

Mr. Leany. No, sir. It was less evident in the field. When I was 
over there I saw very little POL installation whatsoever. It was 
sadly lacking. That was also apnlicable to the crash program. 

Senator Jounson. What are POL facilities ? 

Mr. Leany. Petroleum, oil and lubricants, which is a very separate 
and distinct part, a separate part of an airport construction. That is 
as against the building of the necessary buildings there, the build- 
ine of the runway, the moving of the earth. This is the fueling and 
defueling and the tanks, which is, of itself, sort of a separate nature 
in the construction field that requires nothing but mechanically minded 
people to handle. 

Senator Sanronstatt. What you say in substance is that each of 
these five firms was an excellent firm in its own line? 

Mr. Leany. Yes, sir. 

Senator SavronstatL. But when they got into this new field they 
did not hire experienced men to represent them and do a good j 
is that what you are saying? 
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Mr. Lrany. They had very few people—— 

Senator SarronsratL. Is that a fair statement ? 

Mr. Leany. Yes, sir; that is a fair statement. They had very few 
people from their organization that was inculcated into Atlas Con- 
structors. Atlas Constructors was no one in the construction field. 
It isjustaname. It hasnoreputation. It never did anything before 
in its life. And those employees, a very few key personnel came from 
this constructor, very few. 

Senator SarronsTaLy. Many of those either resigned or were fired 
in the very first few months after they started 

Mr. Leany. Not the key personnel; no, sir. I speak specifically 
of Mr. Manning, for instance, who had been for a while with Mor- 
rison-Knudsen. I speak specifically of Mr. Sherfey who, I had 
understood, had been with Morrison-Knudsen for a while. I also 
speak of Mr. Kissinger, the expediting director. I also speak of 
myself as the only stranger in the set-up in the key personnel of the 
different departments. 

Senator Jounson. Did you know Mr. Ben Lusk, who was project 
manager in New York City? 

Mr. Leany. Yes, sir. He was my immediate superior under whom 
I worked for a while in New York before he left for Casablanca 
and under whom I worked in Casablanca; he was my boss there. 

Senator Jonnson. In your opinion was he competent ? 

Mr. Leauy. He was extremely competent. 

Senator Jonnson. Is he still with the organization ¢ 

Mr. Leany. No, sir; he was fired the same day I was. 

Senator Jounson. He was fired ? 

Mr. Leany. Yes, sir. 

Senator Jounson. What about Mr. Walter Daub, chief engineer in 
New York? 

Mr. Leany. Walter Daub; I had a great deal to do with Walter 
Daub while I was on the other side. Walter and I hardly ever left 
eachother. Weate together. We reviewed the facts together. 

Senator Jounson. Was he a competent employee ? 

Mr. Leany. Extremely competent. 

Senator Jounson. Is he still with the organization ? 

Mr. Leany. No, sir. He was fired. 

Senator JoHNnson. Where is he now? 

Mr. Leany. Mr. Daub I understand has secured a position in Siam. 

Senator Jounson. What about Mr. Sherfey? 

Mr. Leany. Bob Sherfey has left the organization. He was pro- 
curement director in New York. He has left the organization. I 
believe it was a self-resignation. 

Senator Jounson. Do you know Mr. Rubenstein, accountant for 
Atlas? 

Mr. Leany. Yes, sir; I know him very, very well and personally. 
He is now our resident auditor for the F1 ederick Snare Corp. in the 
office in New York. 


Senator Jounson. Was he formerly with the organization as an 
accountant ¢ 

Mr. Lrauy. Yes, sir; he was employed by Atlas Constructors 
an accountant. 

Senator Jounson. In your opinion, is he a competent employee? 

Mr. Leany. He most certainly is. 
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Senator Jounson. What happened to him / 

Mr. Leany. He also was fired. 

Senator Jounson. Mr. Jack Magram, product engineer—-do you 
know him? 

Mr. Leany. Yes; I know Jack. I met him up in Sidi Slimane. 
He was the one who complained to me about no fire trucks on the site. 
He, in company with another, complained to me about no coffee. He 
also was the man who complained to me about no set-up for first-aid 
among the men in case of injury. 

Senator Jounson. What happened to him? 

Mr. Leany. I do not know, sir. 

Senator Jounson. Is he still with the organization / 

Mr. Leany. I think he is still with the organization. I do not 
know otherwise. I never heard that he returned. 

Senator Jounson. Do you know Mr. Tom Borman / 

Mr. Leany. I know him personally and well, yes. 

Senator Jounson. Is he still with the company / 

Mr. Leany. No, sir. I understand he was fired. 

Senator Jounson. It appears that the firing is about to catch up 
with the hiring judging from the list of some of the key people there. 
Do you think that was one of the problems the project had—that 
they took people and kept them for a short time and then fired them? 

Mr. Leauy. Well, unfortunately they seemed to be firing the com- 
petent people. Why Mr. Borman was let gco—I have letters from him 
here of the conference we had overseas whereby we came to the con- 
clusion that Mr. Teeters and Mr. Borman and Mr. Lusk, Mr. Ross 
and Mr. Leahy were trying to bring the organization into a better 
set-up. He issued this letter and I “brought it back with me from 
Casablanca and give it to Mr. Manning because the results of those 
conferences and meetings I had over there were to be set up by Mr. 
Manning. Mr. Manning told me, “Oh, we are doing that.” 

“Well,” I said, “there are five other people besides myself who do 
not think you are.” I said, “This is what Mr. Borman wants. This 
is what he recommends to you to set into operation right away, that 
you make this more on an engineering basis than you have made it a 
business proposition.” 

Senator Jounson. Why, in your opinion, were these good men fired ? 

Mr. Leary. That is the most amazing thing in the world to me 
why they were fired. I do not know, sir. 

Mr. Rick. Perhaps we can get at it this way. You have said that 
these major contractors had banded together in this joint venture and 
that certain key personnel were put on the job. In your opinion, de- 
spite the fact that this was or is the biggest job that this country has 
undertaken overseas, is undertaking at ‘this time—a $300,000 job—de- 
spite that fact the people who represented these companies are not the 
: rst team, they are not their best men. They are their second or third 

r fourth string. Is that your impression ? 

"Mr. Leany. Thet is my impression; with rare exceptions T believe 
and have understod that Mr. Borman was a vice president of Morrison- 
Knvdsen International and acted on this job with Atlas Constructors 
as the general manager. 

Mr. Rice. But from your experience in the building industry was it 
your impression that they had put their best foot forward on this, that 
they had put their best man in? 
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Mr. Leany. No: they had not put their best man in. I saw very 
little indication of the other contractors, other than Morrison-Knud- 
sen men on the job, or employed by the office or in the New York office. 
There were a few who came in from Mills, there were a few who came 
in from Nello Teer, but on the whole I did not see too many and I 
knew the job required a whole lot more of their manpower and key 
personnel to run that organization. 

Senator Jounson. Mr. Leahy, the committee is going to have to 
take a recess. We have gone into some detail but before you leave the 
stand I want to summarize briefly some of the testimony and I would 
like for you to give me a brief reply. 

It is your opinion that the top management in the New York office is 
not qualified for such a wide undertaking as this? 

Mr. Leany. That is correct. 

Senator Jounson. It is your opinion that there was a lack of plan- 
ning, that there was a waste in sending men and materials overseas 
and that the waste cost the t taxpayers excessively ! 4 

Mr. Leany. It has cost the taxpayer and the Government excessive 
amounts of money. 

Senator Jounson. It is your opinion that the purchases made by the 
New York office were made with no specifications or with changed 
specifications in effect permitting the materials and equipment con- 
tractors to write their own ticket in certain Instances? 

Mr. Leany. That is true. 

Senetor JouNnson. It is vonr opinion that there is a great deal of ma- 
terial in Morocco that will never be used because of its being bought 
without regard to specifications and either will not fit in or is the 
wrong type of material and that the Government will suffer losses as 
a result ? 

Mr. Leany. Yes, sir. There is a great deal of equipment and ma- 
terials over on the other side that were not bought to specifications 
and will never fit. They may eventually fit if they are altered quite 
extensively. 

Senator Jounson. It is your opinion that Mr. Manning, the top 
man in the organization, is ‘not qualified to manage the organization ? 

Mr. Leany. That is very definitely true in my opinion. 

Senator Jounson. And it is your opinion that Mr. Manning or the 
Corps of Engineers or somebody else should take immediate action 
to shut down this project until it can be reviewed and revised and 
reworked ? 

Mr. Leany. Yes, sir; I really do hope that that can be accomplished 
and very quickly. 

Senator Jounson. All the information you have given the commit- 
tee you have previously given to people in the Atlas or ganization and 
to the Cor ps of Engineers ? 

Mr. Leany. I have. 

Senator Jounson. Any other questions ? 

Senator Stennis? 

Senator Stennis. No questions. 

Senator Jounson. Counsel Rice? 

Mr. Rice. No questions. 

Senator Jounson. The committee will take a recess until 2: 45 

(At 12:10 p. m. the committee recessed to reconvene at 2: 45 p. i) 





i Aas ae 9 28 Bist a ih a A ROU NA 











eas SRY Load gamma aiadle 


AS 


Sis ate 


Gi) a Rb Mahe Gee DEM 


INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 403 
AFTERNOON SESSION 


(Present : Senators Johnson (presiding) and Stennis. ) 

Senator Jounson. The committee will come to order. 

Mr. Michael Balwan and Mr. William Brewer, are they in the room ¢ 
If so, please come forward. 

Raise your hand, please. Do you solemnly swear that the testimony 
you are ‘about to give before this subcommittee of the Committee on 
‘Armed Services of the Senate of the United States will be the truth, 
the whole truth, and nothing but the truth, so help you God ¢ 

Mr. Batway. I do. 

Mr. Brewer. I do. 

Senator Jonnson. I would like to say to the committee that Mr. 
Brewer and Mr. Balwan are employed by the House Committee on 
Expenditures and have been working under the direction of Chair- 
man Porter Hardy of that committee. They have reviewed a lot of 
data and made some personal inspections of the subject matter we have 
under consideration today. 

Chairman Hardy met with me several days ago and, in an attempt 
to avoid any duplication, egreed that he would make available to our 
committee the full facilities of his staff and all the information he 
had in connection with the subject. 

I am very grateful to Chairman Hardy and his committee and 
particularly appreciative of their fine attitude and the very fine service 
performed not only by the chairman but also by his staff. 

Whatever good may come to the country as a result of such study 
will be due in large measure to the cooperative attitude of Chairman 
Hardy and the members of his staff. I know I speak for every 
Member of the Senate when I assure you gentlemen that the high 
type of cooperative attitude you have manifested in this case will be 
reciprocated by the Senate. We will try to avoid duplicating 
each other’s work, and when we have information we think will benefit 
the country on a subject you are working on, we will make that 
information available to you and make the services of our people 
available to you. 

I have never dealt with a finer character or one I think is more 
devoted to the public interest than the chairman of your committee, 
and I know that he would have only the highest type of employees. 
I want publicly to take note of the fact that in this instance, as in 
all other instances, he has cooperated and hasn’t shown any desire 
to duplicate and waste any congressional money. 

Counsel, will you qualify the witnesses and proceed with your 
examination ¢ 


Mr. Rice. Yes, sir. 


TESTIMONY OF MICHAEL A. BALWAN AND WILLIAM A. BREWER, 
REPRESENTING THE GOVERNMENT OPERATIONS SUBCOMMIT- 
TEE OF THE COMMITTEE ON EXPENDITURES IN THE EXECUTIVE 
DEPARTMENTS, HOUSE OF REPRESENTATIVES 


Mr. Rice. The gentleman on the left, Mr. Balwan, will you state 
your full name for the record ? 

Mr. Barwan. My name is Michael A. Balwan. That is B-a-l-w-a-n. 

Mr. Rice. And Mr. Brewer? 
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Mr. Brewer. William A. Brewer, B-r-e-w-e-r. 

Mr. Rice. You are employed by—what is the official name? 

Mr. Batwan. We are staff members of the Government Opera- 
tions Subcommittee of the House Committee on Expenditures in the 
Executive Departments, of which Porter Hardy, Jr., is chairman. 

Mr. Rice. Now then, in connection with the work of that aeneteee, 
there came a time when you and Mr. Brewer went over to north Afric: 
is that right ? 

Mr. Batwan. Yes, sir. 

Mr. Rice. When was that? 

Mr. Batwan. We left this country on January 25. 

Mr. Rice. 1952¢ 

Mr. Bauwan. 1952. We arrived at Casablanca on the 26th and 
spent about 3 weeks there, returning on about the Is8th of February 
1952. 

Mr. Rice. While over there you conducted an investigation into this 
Atlas project, the air base project, did you not / 

Mr. Batwan. Yes; we conducted an investigation of the total pro- 
gram and the construction of air bases, not necessarily limiting our- 
selves to the work of Atlas, but also the Corps of Engineers and the 
Air Force and the architect-engineers, too. 

Mr. Rice. While over there, you took a camera along with you and 
made a few shots ? 

Mr. Batwan. Yes, sir. 

Mr. Rice. You had access to the records on the job. In connection 
with the discussion that has taken place here yesterday and pre- 
viously as to the condition of the air strips themselves or the parking 
aprons, whether they were level or not, did you look into that phase? 

Mr. Batwan. We did, not as technicians, but we have pictures here 
we would like to show you. 

Mr. Rice. What did you find ¢ 

Mr. Batwan. I have some pictures here. We have a picture here 
of one of the spots where the 200-ton test roller broke through the 
pavement, which we would like to show and submit for the record. 

Mr. Rice. What field are you referring to there ? 

Mr. Bauwan. That is at Nouasseur Air Force Base at the operations 
apron. 

Mr. Ricr. We might mark that as No. 1. 

In connection with that 200-ton roller, you are talking about a roller 
that they call a 200-ton roller, and if they load it down suffic iently, 
it might hold 200 tons; is that right 4 

Mr. Batwan. Yes, sir. We have seen that roller. This roller is 
nothing but a large wagon, so to speak, with four wheels, which they 
load with pig iron to any limit they wish to use for testing. It is 

called a 200-ton roller because I think it can carry a maximum of 
200 tons of pig iron. 

At the time of the test we were told, although we saw no documents. 
that this 200-ton roller was loaded to 150 tons of pig iron, at which 
time it broke through. 

Mr. Rice. At the time the test took place, where this collapsing 
occurred. and this rutting that can be seen leading from that, there 
was a 150-ton load on there; is that your understanding ? 

Mr, Bauwan. That is the information we have from talking with 
Mr. Porell, who is the general manager for the architect-engineer. 
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As I say, we have no documents on that which show definitely that 
the roller was loaded to 150 tons. 

Mr. Rice. All right, sir. Do you have any other photographs de- 
picting the condition that you found there on the air strips or the 
apron ¢ 

Mr. Batwan. I have one other here which was taken at Sidi Sh- 
mane, at the west warm-up apron, which shows a depression left by 
a B-29 which was parked there for some time, I think overnight or 
for 2 days, which left an impression where the landing wheels rested. 

Mr. Rice. Did you take those photographs yourself, Mr. Balwan? 

Mr. Batwan. Mr. Brewer took the pictures. 

Mr. Rice. This light spot here, what does that, represent / 

Mr. Batwan. That is a little depression in the pavement where 
a plane had rested overnight. 

Mr. Brewer. That is the nose wheel. 

Mr. Rice. Where the plane stopped, and it settled overnight / 

Mr. Batwan. Yes; that is the parking apron and the plane was 
parked there for a considerable period. 

Mr. Rice. We will mark that “No. 2.” 

Senator JoHNnson. Without objection, they will be marked as 
“Exhibits 1 and 2 

Mr. Rice. Do you have any other information or photographs which 
would bear on the condition or the quality of the air strips or the 
aprons ? 

Mr. Batwan. I think one of the pictures I have given you, if I 
might have one back 

Mr. Rice. Yes. No. 1 is over there. 

Mr. Batwan. May I see the other? 

Mr. Rice. Yes, here it is. 

Mr. BaLtwan. We showed this picture to Mr. Porell, who is the 
general manager of the architect-engineering firm at Casablanca, and 
asked if this rough nature of the surface of that parking apron would 
not show a defect m the way the asphalt was laid, and he said “Yes.” 

We were told at the time that the aggregate which went into this mix 
should contain no materials which were larger than three-quarters of 
an inch in size, diameter. 

Mr. Rice. In other words, the stones or rock fragments shouldn't 
be more than three-quarters, should be able to go through a three- 
quarter-inch screen. 

Mr. Batwan. That is right. That picture Mr. Porell noticed and 
confirmed our belief that the pavement was too rough and was 
conducive to a porous condition which would permit water to seep 
through, 

All the pavements were about that way, not only the parking apron, 
but the runway itself was about as coarse as that. 

Mr. Rice. That is typical of the runways. We heard some testi- 
mony yesterday, I think, that there was a possibility that, with condi- 
tions as depicted there, if the planes were flying in formation, the jet 
blast might dislodge some of the top stones and blow them back into 
the funnel of the plane followi ing. 

Mr. Bautwan. We heard the testimony, but I don’t believe we know 
enough to say whether that would be possible. We traveled the 
length and breadth of all pavements at Sidi Slimane with the com- 
manding officer of that particular base. 
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Mr. Rice. When did you take these photographs, during the trip 
some time 4 

Mr. Barwan. Yes, February 15 or 14. 

Mr. Rice. February 1952, just last month ¢ 

Mr. Bauwan. Yes, sir. We have some other pictures here, Mr. 
Chairman. 

Senator Jounson. Do you have any photographs of the runways 
themselves / 

Mr. Brewer. No, sir, I don’t think we have. 

Senator Jounson. But you think the photograph of the apron is 
typical of the runway ? 

Mr. Brewer. Yes; it is typical. We saw the runways and the 
parking areas and it is quite evident, even to a man who is not a tech- 
nician, that that surface is very rough. You can see rocks that big 
|indicating] in the top of it. 

Senator JoHNsoN. You are speaking of the runw ay ! 

Mr. Brewer. Yes. 

Mr. Rice. Indicating about an inch and a half. 

Mr. Brewer. It will run up to an inch and a half. It is a very 
rough surface. 

Senator JOHNSON. Senator Stennis? 

Senator STennis. I would like to know how the runways have stood 
the impact of these planes landing. This one sitting here on the apron 
left its prints. What about the landing? It looks like it would be 
torn up. 

Mr. Brewer. I am not a technician but I understand—well, as a 
matter of fact, I am a former pilot—and it is true a plane when 
it will sit there for a day or two it will sink in more than if it is rolling 
over the runway. 

Senator STENNIS. No scars like that on the runway / 

Mr. Brewer. No sir; we didn’t see any. There have been very 
few airplanes in there. 

Senator Jounson. How would you summarize. your impressions 
of the construction of the aprons and the runways, the quality of them 
and whether specifications were followed, and so on and so forth? 
Can you give us that? 

Mr. Banwan. We could not tell by inspection since we were not 
technicians, but we have looked over a lot of records which have borne 
out all the testimony we have heard presented to you. 

Senator Jounson. Within your limitations in that field, you readily 
concur with the testimony presented by the assistant to the Air In- 
spector General and the Asphalt Institute representative here yes- 
terday ? 

Mr. Batwan. Yes, sir. We have talked with various members of 
the Air Force, with Maj. Gen. Archie Old, who agreed with the testi- 
mony presented to you, I am sure, and with his assistant, who is on 
the job with the Corps of Engineers, that that is true. 

Senator Jounson. As a result of your personal visit and what you 
saw during the several days that you were there, what you observed 
on the ground and what you have read in various reports that have 
been available to the staff members, would you recommend to this 
committee that some drastic action be taken toward stopping that 
job and withholding payments or taking some action until it can be 
reviewed and new procedures established ? 
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Mr. Batwan. I think you are asking for our own opinion on this 
thing. I would say that the situation jooks pretty bad. I would al- 
most say so. 

Senator Jounson. If it were your own job and if it were your own 
money, after what you have seen first hand and what you have read, 
what would you do about it? 

Mr. Batwan. I don’t think I would have a contractor who operated 
in the way we observed the contract as operated. 

Senator Jounson. Probably the first thing you would do would be 
to call a halt to present practices until you could review and estab- 
lish new standards and new procedures; is that correct ? 

Mr. Batwan. I think so. 

Mr. Brewer. I might say on that, Mr. Johnson, that I think it was 
last September or October they actually contemplated closing this 
job down, the Engineers. 

Senator Jonnson. Who is “they”? 

Mr. Brewer. The Corps of Engineers; Colonel Derby. I didn’t 
have 

Senator Jounson. To your knowledge, has the Air Force ever rec- 
ommended that the job be closed down until a review could be made 
of it and an attempt be made to get more efficient practices? 

Mr. Brewer. General Old has urged that on Colonel Derby. 

Mr. Batwan. I think it has been recommended by Colonel Beadle, 
who is General Old’s assistant. 

Senator Jounson. I realtie, and I know other members of the com- 
mittee realize that, we have as much obligation to protect the innocent 
as to expose the guilty, ne we don’t have the complete story. But in 
the light of this testimony the committee has heard and in the light 
of the official reports that have been filed, I am amazed that the Air 
Force hasn't formally and officially requested the Corps of Engi- 
neers to suspend operations until they could revise and rev amp this 
whole set-up and at least put an end to the disgraceful practices that 
have been testified to. 

You say it is your understanding that the top Air Force official, 
Major General Old, made such a recommendation to the district en- 
gineer. When was that recommendation made? 

Mr. Brewer. As I recall, last September. We talked to General 
Old about 7 hours 1 day and 4 the next. During the course of that 
conversation he told us that consideration had been given to closing 
it down. He said if it was his job, he would close it down. 

Senator Jonunson. General Old said in your presence he had rec- 
ommended that the job be closed down as far back as last September 
or October ? 

Mr. Brewer. Yes, sir. 

Senator Jounson. Did he say what response he got to his recom- 
mendation ? 

Mr. Brewer. I don’t recall that he did. 

Senator JoHNson. What action was taken? 

Mr. Brewer. They didn’t close it down. 

Senator Jonmnson. The practices of last September and October 
were still in effect in February ? 

Mr. Brewer. Yes. 

Senator Jounson. Did they get any better? 

Mr. Brewer. I don’t believe they are any better. 
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Senator Jounson. Could they have gotten any worse 

Mr. Brewer. They couldn’t have got much worse. 

Mr. Rice. Were you able to gather from your survey whether or 
not specifications were adhered to? 

Mr. Batwan. We found similar circumstances to exist as described 
by the witnesses. 

Mr. Rice. We have had a witness who said that specifications were 
generally met, and we had at least three witnesses yesterday that 
seemed to dispute that contention; but let me read you this and see 
what you have to say about this. This seems to be what purports 
to be a letter from Atlas Constructors dated yesterday or the day be- 
fore, in which it says: 

We have never ignored, modified, or overridden specifications. We have fol- 
lowed plans and specifications. Atlas Constructors cannot imagine even a 
single instance in the course of our work in North Africa where we have 
deviated from orders. 

Do you agree with that ? 

Senator Jonnson. Counsel, I don’t believe we should take this 
up paragraph by paragraph unless and until we give the contractors 
a chance to present to this committee their story. Let us defer in- 
troducing that letter which was written to another committee. I am 
willing to admit that Atlas has a good release there. I don’t know 
what good supervisors they have on the job, but they have good 
lawyers preparing their explanations and justifications, 

It may very well be that we will want to give further consideration 
to having their testimony, but I think for now we should just leave 
that communication out. 

Mr. Rice. Well, irrespective of what Atlas has to say about it, are 
you able to say in your opinion whether there was any modification, 
deviation, or other departure from specification or orders on the part 
of Atlas? 

Mr. Batwan. We have had access only to the reports that you have, 
and you have the records. 

Mr. Rice. What concept do you have from reading those reports! 

Mr. Bauwan. It appears that there has been considerable deviation 
from specifications as set down. 

Mr. Rice. You are not inclined to disagree with that ¢ 

Mr. Batwan. No, sir. 

Mr. Rice. You made some inquiry into the type of housing built 
and the places where the housing was placed for the construction 
workers and subsequently the airmen. 

Do you have some photographs that would be explanatory on that / 

Mr. Brewer. Yes, sir; we have some photographs of that. While 
we are on that subject, it is rather general knowledge or it. is expressed 

rather generally that the Atlas Constructors, although well-qualified 
to move dirt and engage in the construction of runways, they are not 
qualified to build houses or to erect buildings. 

They have come to the stage in the program where very shortly they 
will have to start putting up hangars and other type buildings, and 
they are not qualified to do it, according to the architect-engineer and 
other people on the job. 

Senator Jounson, The architect-engineer stated to you that in his 
opinion none of these five men in this joint venture were competent as 
building contractors? . 
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Mr. Brewer. He didn’t say that none of these five were. He said 
that Atlas Constructors differ quite a bit from any one of those five, 
but Atlas Constructors in the opinion of the architect-engineer is not 
competent to erect those buildings. 

Senator Jounson. That was a statement of the architect-engineer to 
you! 
~ Mr. Brewer. Yes, sir. He testified before me in executive session 
and before the Hardy committee. He stated that under oath. 

Mr. Rice. You are talking about Jan Porell ? 

Mr. Brewer. Jan Porellof Pusom. We took some pictures of Dallas 
huts and some airmen’s hutments over which they put tents at Sidi 
Shimane. 

It is quite obvious from these pictures 

Mr. Batwan. These little pieces of wood were the only supports 
under them. 

Mr. Rice. We can make that No. 3. 

Senator Jounson. Without objection, this will be No. 3. 

Mr. Brewer. A Dallas hut is a small prefabricated building about 
12 feet square, built in Dallas and that is why they call it a Dallas hut. 
Atlas Constructors erected—how many were there? Were there a 
hundred of these? They put them on a concrete foundation, but to get 
the foundation level they put some wooden shims under the foundation 
to get it level so that the huts, the prefabricated huts would fit together. 
They will rot out inside of a year or so and the foundation will go to 
piec es. 

They came back and covered those shims with a concrete cap to 
camouflage it. 

Mr. Batwan. This is a concrete cap over a wooden shim. 

Mr. Rice. Is it your opinion those are buildings to be used by Air 
Force personnel when the bases are turned over ? 

Mr. Brewer. The Air Force already has men at Nouasseur and 
Sidi Slimane and they have men living in there now. 

When you go inside those huts, you can see that the thing is not 
put together properly. They had to saw it to make the pieces fit. 
It isa prefabr icated job that should be easily put together. But they 
are in pretty bad shape. 

Mr. Rice. Are these huts that are heated by those 75,000 B. t. u.? 

Mr. Brewer. No, sir. Those are in the contractor’s camps. Here 
is an interesting example of contractors’ practice. This is the main 
street at Sidi Slimane and it shows two mess halls. These mess halls, 
it shows one mess hall and one kitchen. These mess halls face on 
the street, of course, but somehow or other Atlas Constructors got 
the kitchen mess oriented 180 degrees so that it is discharging garbage 
out on the main street. That back end is the kitchen and the other 
end is the front. 

Mr. Rice. They are only 180 degrees off ? 

Mr. Brewer. Yes; they made a mistake. I suppose. 

Mr. Rice. Do you have any photographs which would be illustra- 

‘ve of the comparison of the quarters used by the construction workers 
as opposed to those of the Air Force personnel ? 

Mr. Brewer. Yes: the Air Force, as General Old said to us, they 
were pretty much vexed, I suppose you would call it, by the fact 
that according to the Air Force, the contractors had taken good care 
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of themselves, but the airmen for whom the funds were appropriated 
live in pretty shabby quarters. 

Here is a picture of the airmen’s huts at Nouasseur and the con- 
tractors’ camp at the same base. 

Mr. Bauwan. That is the picture of the tent camp at Nouasseur. 

Mr. Rice. That is where the airmen live? 

Mr. Batwan. And this is the contractors’ camp. 

Senator Jounson. Are these the Same type buildings ? 

Mr. Brewer. Yes; the same thing, Dallas huts. 

Senator Jonunson. One is on pavement and the other is in the 
mud. 

Mr. Brewer. Yes, sir: it is pretty muddy. 

Senator Jounson. Did you find from your personal interviews that 
there is considerable dissatisfaction with the Air Force personnel ¢ 

Mr. Brewer. Yes, sir. Here is a view of the contractors’ camp 
that you referred to the other day, Mr. Rice. It is located in a grove 
of trees. I didn’: take this to show the trees. but to show the founda- 
tion that was put ae this hutment. It is just little blocks of wood 
piled up. 

Mr. Rice. You will recall, Mr. Chairman, there was some question 
about the placing of the camp. There was an allegation that the camp 
was placed some 5 or 6 miles from the air strip where it would have 
to be abandoned later at a cost of some several millions because it 
wouldn't be operational. They needed Air Force personnel near the 
air strip itself. 

Mr. Brewer. While we are on that subject, 1 might say that we 
looked at that contractor’s camp and we were told by Colonel Holman 
that General Old had recently put. out an order that the contractor 
is not to build any more equipment such as ice plants or anything 
that could be used in the airmen’s quarters later. 

But while we were there we found they were building another ice 
plant right in the contractors’ camp. 

Mr. Rice. Disregarding the wishes of General Old, who is the top 
Air Force official there; is that right / 

Mr. Brewer. That is right. 

Mr. Batwan. General Old probably has no jurisdiction over the 
contractor. The point was that if they are to build any other struc- 
tures or facilities which could be used mutually by both the airmen 
and the contractors, why not put them on the base itself where when 
the property is turned over, it can be used by the Air Force? They 
are continuing to put up these permanent facilities at the contractor's 
camp. 

Senator Jounson. Five miles away from the air strip?’ 

Mr. Batwan. Yes, sir. 

Senator Jounson. Do you have any recommendations to make to 
this committee as to the wisdom of permitting the contracting service 
or the service that will use the facilities to pass on the contractor 
and the architect-engineer before he is selected ? 

Would you think it would be wise for the Air Force to have at 
least a veto power in the selection of the contractor—to pass on his 
qualifications ? 

Mr. Batwan. The problem of unification involved the—there ought 
to be more cooperation somewhere. I don’t know whether that can 
be achieved by a veto power. Nor do I know whether the Air Force 
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ought to have its own engineering outfit. There definitely is a lack 
of cooperation between the E ngineers and the Air Force. 

Senator Jounson. Do you think it is a result of personalities in- 
volved or jealousy between the services or what do you attribute it to? 

Mr. Batwan. I think it is probably a complex arising from many 
conditions in the development of this whole program. As | under- 
stand it, the relations between the Air Force and the Army engineers 
were pretty good up to a point and beyond that point they just got 
fed up. 

Senator Jounson. You wouldn’t recommend, though, that a serv- 
ice, such as the Air Force in this instance, participate in the decision 
of letting the contract ¢ 

Mr. Batwan. Oh, yes: definitely they should. 

Senator Jounson. They don’t now participate / 

Mr. Batwan. They don’t now. 

Senator Jounson. Do you think they should ? 

Mr. BaLtwan. It would seem so to me. If I were building a house 
and had my architect, | would like to have something to say about 
whom my architect or my agent selects for the contractor. 1 would 
say so. 

It seems reasonable that a using agency ought to have some say-so 
in the matter. 

Mr. Brewer. The objection there would be, of course, the Air 
Force, if they did participate in the picking of the contractor, and 
then if the Air Force were not allowed to supervise if the thing went 
wrong, the Air Force would be in the position of—well, they picked 
him, didn’t they ¢ 

I think that would require a little more thinking. 

Senator Jonnson. I think the committee will want to give con- 
sideration to the matter in formulating its conclusions and recom- 
mendations. Here you have a situation where the using agency sev- 
eral months ago thought a job should be shut down and so recom- 
mended. Yet it can’t even stop its own jobs when it thinks it is not 
getting its money’s worth. The men are dissatistied with the condi- 
tions under which they have to live. The experts in the field think 
hazards are being created for men who are to fly the planes. In short, 
the Air Force is sitting back there with the money appropriated by 
the Congress to build these installations, and they cant do anything 
about it but recommend, and their recommendations are apparently 
never acted upon. 

All right, counsel; you may proceed. 

Mr. Rice. Now, do you have some other photographs possibly of 
plumbing installations / 

Mr. Brewer. This is makeshift plumbing which was originally 
installed in the airmen’s quarters at Sidi Slimane. The contractor 
didn’t acquire the proper types of plumbing fittings, so when they 
put the plumbing in, they just used anything that they had at hand, 
just welded it together. 

It is all very unsatisfactory because you can't keep it up. If you 
got a pipe plugged up, you have got to cut the pipe off and clean it 
out and weld it back together. 

Mr. Rice. As soon as some difficulty arose in the plumbing, which 
Was In a more or. less permanent installation, you had to rip out the 
whole plumbing system and redo it 4 
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Mr. Brewer. It was very inadequate. The men didn’t have very 
much hot water or showers. I understand that General LeMay was 
there in December. 

Mr. Rice. Head of Strategic Air Command? 

Mr. Brewer. He is head of the Strategic Air Command, and these 
bases come under him, the operation. He found there was no hot 
water for the airmen, and he raised quite a bit of cain, I understand. 

Since that time they have corrected some of that. They have torn 
out the plumbing and put in boilers and fixed up some hot water 
for the boys. 

Senator Jounson. When was this picture taken ? 

Mr. Brewer. About February 14. 

Senator Jounson. Is that indicative of the general situation so far 
as plumbing is concerned ? 

Mr. Brewer. It was indicative of what it was. They are trying to 
correct it now and put in better plumbing. 

Mr. Rice. That is a double expense. 

Mr. Brewer. Yes, sir. Of course, all that is wasted now. 

Mr. Rice. When General LeMay complained about the lack of hot 
water for the airmen, were the construction workers receiving hot 
water! ’ 

Mr. Brewer. I understand they were pretty well equipped in their 
camp. 

Mr. Rice. Now you have seme other photographs, I think, of when 
you went out to see whether the guards were working. 

Mr. Brewer. Yes. We went to the staging area at Casablanca. 
What they do is unload the ships at the dock, and they take that 
material from the ships to an open field where they segregate the 
heavy stuff and leave it there and the warehouse material is then 
taken from the staging area down to the warehouse on the other 
side of town. 

They have quite a few native workers working out there along with 
Americans who operate the power equipment. 

We went out one Sunday afternoon just to see what was going on. 
They were working men out there, quite a few Arabs, native work- 
men. We saw a little guard shack there and we saw about five guys 
running out from behind it. So we went over there and rounded 
them up. It turned out to be some men who Were supposed to be 
working and they were back of the shack drinking. 

Mr. Rice. This is in the staging area where expensive equipment 
was maintained ¢ 

Mr. Brewer. That is right. That staging area is fenced on only 
two sides. They have guards there but they are natives, Arabs, who 
are equipped only with whistles. They don’t have any sticks or guns 
or anything. 

Mr. Bauwan. One of those men was a foreman. We asked the 
guard, who has no supervision over the workmen, a kind of security 
man there, and he said it was fairly general practice for them to con- 

; . ° ; 
gregate back of that shack around 11 o’clock in the morning and stay 
there until about 2. 

Mr. Rice. Back there drinking? 

Mr. Batwan. We found a couple of bottles. One was not quite 
finished there. 
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Mr. Brewer. We have some other photographs. We saw some tools 
lying out in the open. Here is a picture of those. They are right 
next to a fence which is on a public area. It would be quite easy for 
anyone to take them. 

Mr. Bauwan. The staging area is meant to be a place where the 
material is taken from the dock and there segregated, leaving the 
heavy material in the staging area and taking the lighter material, 
pilferable materials, are taken to a warehouse. 

Actually there should be nothing of a small nature such as tools 
around the staging area, particularly not near a fence or next to a 
fence. It just shows poor care in conserving Government property. 

Here is a picture of tires which were stored near the fences. The 
fence itself looked as though a battle had been fought through it. All 
the fences were in pretty good shape. 

Mr. Rice. You mean the wire cutters had been busy on the fence? 

Mr. Batwan. It has been repaired several times. 

Senator Jounson. Are these new tires? 

Mr. Brewer. No,sir. Those are used tires. Of course, a great many 
of those are repairable. They are just sent there before they are sent 
to the repair shops. 

Senator Jonunson. They were not discarded tires that were not in- 
tended for further use ¢ 

Mr. Brewer. No,sir. They are not junk. They are tires that were 
out at the— 

Senator Jounson. Did you go into that phase of it to be sure? 

Mr. Brewer. Yes, sir. We asked particularly about that. They 
are tires that are up for salvage. Some of them will be thrown away, 
but they are pretty good tires. 

Mr. Rice. Did you look over a log of some guard which indicated 
loafing or sleeping on the job? 

Mr. Brewer. Yes, sir. There are about 30 Arab guards there, four 
Americans, I believe, one for each shift—three Americans, one for each 
shift. 

The American guards are supposed to supervise these Arab guards, 
and one of the guards, or all of them, I suppose, made entries in this 
daily log. 

I had some excerpts copied from it. I will just read a few. 

Mr. Rice. All right, sir. 

Mr. Brewer. “Guard 29268 asleep on post.” ‘That is December 26. 

Senator Jounson. We have difficulty understanding you down here. 


Mr. Brewer. “Found guard 29268 asleep on post.” That is on De- 
cember 26. 
Then another one asleep December 27. Another asleep December 


25, another asleep January 1, another asleep January 2. 

Then there is this entry: 

Recommended guard 29268 be transferred to some district or job which he is 
fit for. He is an old man, crippled, and cannot walk around. Thus is of io use 
to security as a good guard in staging area, especially where guards are to 
walk their post or do other than just sit. 

Then on this page there are five more entries of guards asleep. This 
entry of January 11 is a notice to the day and night watchmen and it 
Says: 


Keep check on Arabs sleeping under oxygen plant. Had complaint about it. 
It is dangerous. 
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That is the Arab workers, of course. Then there is an entry here 
in which one of the workers missed his wrenches. The American 
guard said he didn’t tell the chief of post, but he thought the native 
guards on duty stole the wrenches. 

Mr. Batwan. Guards were stealing from themselves. 

Mr. Brewer. There are quite a few entries in there, if you care to 
glance over them. It shows a general picture of very inadequate 
guarding of several million dollars*-worth of property. 

Senator Jomnson. I have a letter here that was sent to me by a fel- 
low quoting an interview with a man just returned, at Tulsa, Okla. 
The author of the letter says: 


I am attaching a clipping that came to my attention. No answer to this letter 
is necessary. 


The clipping reads: 


TULSA, OKLA., February 28.—A Tulsa welder is quoted today by the Tulsa 
Tribune as saying he was paid $5,000 for 5 months to plav chess and shoot 
craps on a huge United States defense project in north Africa. The welder 
said men on the project checked in for work, went into the construction shed, 
played chess, gambled 12 hours before checking out again. It is nice work if 
you are a chiseler. “Personally I couldnt stand it. I came home because I 
just got tired of playing chess. We got paid time and a half for all the work 
over 40 hours. We could play chess or shoot craps 12 hours a day, 7 days a 
week, if we wanted to.’ The Tulsan said he signed a contract for » vear’s work 
in north Africa at a base near Casablanca at a guaranty of $2.75 an hour. 
“We landed May 28, and as soon as you got there you learned what was going 
on. You got paid but you sure didn’t have to work for it,” he said. He said, 
“More than 4,000 Americans were on the payroll of the base at one time and 
several became disgusted at the waste and returned immediately.” Reports of 
waste of millions of dollars on Air Force bases and other projects being built 
in north Africa under Air Force and Army engineers’ supervision are currently 
being probed by committees of both Houses of Congress. 


Did vou observe any conditions that would indicate this condition 
existed ? 

Mr. Banwan. Yes, sir. We have a report here, Mr. Chairman, 
which T would like to read from. This is a report made by Charles 
L. Merkt, who is an auditor for the Atlas Constructors. They have a 
kind of internal audit department, which was very recently set up, 
whose specific job was to do some time checking to see whether the 
men are loafing on the job. 

This is part of a report made by a field man employed by Atlas. 
So it isn’t that Atlas itself is not unaware of these conditions. The 
date of this is January 29, 1952, while we were there. 

Mr. Rice. That is when the audit unit was set up ¢ 

Mr. Batwan. This is the internal audit unit of the Atlas 
Constructors. 

Mr. Brewer. It was set up in January, Mr. Rice. 

Mr. Batwan (reading) : 


There appears to be considerable goofing off on the job, and it is obviously a 
common practice for employees to leave the area for refreshments at several of 
the neighborhood cafes. If the employees do not leave by the main gate, there 
are several convenient breaks in the fencing that are in use. This practice was 
mentioned voluntarily by a Mr. R. H. Crasswell, general superintendent of 
equipment. Mr. Kiri returned to the area. 


He is describing a tour around the staging area. And the condi- 
tions he found. 
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Mr. Kiri re turned to the area at 10 p. m. last evening and visited various loeca- 
tions until 2 a. m. this morning. 

The notes made during this trip reveal a rather bad state of affairs. At the 
staging area the transportation section at 10:30 p. m., there were two men 
reported present but unoccupied, they weren't doing anything. At another post 
there Was ho one present. He was believed to be at a railroad siding. A man 
identified as badge No. 22238 was actually working. Then there are nine men 
gambling, card games, money in evidence. Two card-game spectators. There 
were also seven men loafing in the adjoining room. At 10:55 they visited the 
supply division. They found one man operating the crane, one man asleep, four 
men lounging about unoccupied. Crane No. 1520 had its motor running, lights 
out, but no operator present. At the staging room in the rigging loft division 
at 11:05 p. m. about 12 men loitering. A young Arab boy about 12 years of age 
was running around the premises and it was explained that he is cared for by 
an American referred to as Brownie. When cautioned about the liability of 
Atlas in the event the boy should be injured, he was told that Atlas could well 
afford it. 

At POL station at 11:30 six men had been sent to the railroad siding from the 
staging area. All were asleep. A Mack truck was parked nearby. No 
can present. Trip ticket in compartment was issued to badge No. 3165, whom 
the locals said had gone to town. At the time shack at 11:35 p. m. badge No. 
12877 did not feel well, left for home earlier, but had signed for the full shift. 
Badge No, 22177, local timekeeper was on duty. At the pipe yard 11:40 p. m., 
there were three men loitering in the offices. Two men who were supposed to 
be there could not be located. Another 6 men loitering in the office and about 
12 men sleeping around the fire. Crane No. 592X4, motor running, unable to 
locate operator. Back at the rigging loft 1:45 a. m., the situation same as at 
11:05 p. m., although Arab boy had disappeared. 

At the transportation area at 1:50 a. m., situation same as 10:30 p. m., card 
game still in progress. 


Ameri- 


This is the situation reported by Atlas’ own personnel that was in 
existence at the time we were there, not more than 6 weeks ago. We 
talked with the superintendent and director in charge of this office and 
asked them if they had fired these people when this was discovered, and 
they said “No,” but they made the recommendation that this be done. 


It seemed to us they should have been empowered to fire somebody 
immediately. 

Senator Jounson. I have a letter here written March 8. I won't 
give the man’s name because he is probably enjoying his work over 
there. But he says in part: 


Each company had their own hands hired, and each one had his own empire 
full of stooges. No one thought of anything but how many hours overtime they 
could get whether the job they were supposed to do really needed them or 
not. Check in in the mornings and then breeze off somewhere else for the rest of 
the day, and then stagger back in time to check out and get 12 or 14 hours for 
the day. Sure, the men were discontented and disgusted. A lot of them wanted 
to work but they got to hanging around with those who didn’t want to work 
and soon had themselves in the same category and became too lazy to work. 
Then when the work caught up with them and they were given a job to do they 
felt they were badly treated and wanted to quit. Members of the construction 
staffs are still on the job. A lot of them know they got theirs while the gravy 
train was going good and feel that any change would cost them money. So 
why change? Everyone is getting 60 hours a week all over the job and when 
they add it up they find it would take a hell of a high-paying job to make up 
for what they would lose by the time they quit here and got on the payroll of 
the next job. If you sit down and figure it out on paper, you will find it would 
take 2 years or better in a better-paying job to make up that month’s pay besides 
what was spent in the States waiting to get on the next job. Sure, there are a 
lot of phonies on the job. What job overseas hasn’t their quota? There are 
some here I knew from other jobs who are just working at it and here they have 
supervision. They are getting by by riding on the shoulder of somebody higher 
up. When they are really pushed to find out why the job is not up to standard, 
they pull the paper stuff and blame somebody else. On any other job they 
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couldn't get by. Politics are strong. That is why some of the phonies are 
carried on. Right now I have a better chance to see what has been going on 
than ever before, because I am traveling with the base’s trouble shooter. Believe 
me, there is plenty of trouble. We have some of the best mechanics in the 
world here, men who could do a job if they were helped along with materials 
necessary to get it done or if the ones who are in charge over there would just 
let them go ahead and work instead of being afraid they might be shown up 
that they didn’t know their stuff themselves. I think anyone in charge of a 
job should realize if they didn’t know their stuff, they should get men that 
really did know what it was all about working for them. Then they could show 
results and build themselves up. So much for now, and hope everything will 
go along right for yourself. Keep up the good work. Your friend. 

Did you personally observe any of the conditions cited in this 
letter ¢ ! 

Mr. Batwan. No: we did not observe any of those conditions. We 
did not see any men asleep ourselves as such. We just looked at the 
record and from seeing the record we can see how that would exist. 

I have here a series of records which talks about the complaints 
from some of the workers, and shows how some of the situations 
we have described are possible. 

These series of letters were presented to me by the executive officer 
for the contracting engineer. It has to do with time checking to 
see whether the people on the job are actually putting in a day’s work. 

Senator Jounson. What do you mean by the contracting engineer? 

Mr. Batwan. I mean the Corps of Engineers, who were the con- 
tracting officers. 

Senator Jounson. The engineer in charge of the job for the Corps 
of Engineers ¢ 

Mr. Batwan. The Corps of Engineers. I think his name is John 
Pruhs, the executive officer under Colonel Derby. 

Senator Jounson. You are reading now from 

Mr. Batwan. From the records which they supplied. They were 
complaining about the difficulty they were having in getting the con- 
tractor to establish a time-checking procedure. 

Senator Jounson. That is Colonel Derby’s executive officer who 
was complaining about the difficulty Colonel Derby was having iv 
getting the contractor to establish time-checking procedures ? 

Mr. Batwan. Yes, sir. So on the 8th of June, 1951, Colonel Derby 
wrote to the Atlas Constructors informing them of their responsibility 
for the performance of field checking under the contract which the 
Atlas Constructors had— 





It is requested that four copies of the procedures issued to field personnel 
pertaining to field checking be furnished this office. 

He was informing that office, please, this is your responsibility, 
get out a field checking procedure manual for us. 

On the 19th of June the Atlas Constructors wrote back to the 
district engineers, and this is the way the things wound back and 
forth. This letter says: 

Reference is made to your letter of June 8 delegating to this contractor the 
responsibility for carrying out field checking in accordance with this particular 


paragraph and regulations. Advice is requested as to whether or not it is also 
your desire for us to perform the field checks of tools and equipment. 


On the 27th of June the engineer, Mr. Pruhs, Colonel Derby’s 
executive officer, wrote back and said: 


Yes ; your responsibility includes the field checks of tools and equipment. 
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On the 6th of July the contractor writes back and says: 


Transmitted herewith for your review and approval are three copies of draft 
of proposed procedures for field-time and equipment checking. 

Still nothing official and no instruction as to how the work was to 
proceed, 

On the 25th of September the Atlas Constructors apparently wanted 
to see whether the procedures had been approved, and wrote as follows 

On July 6, 1951, under cover of our letter CBDE—407, we transmitted for your 
review and approval three copies of a draft of proposed procedure for field time 
and equipment checking. To date we have not been advised of your action 
with regard to this procedure. Will you check into this matter and advise us 
whether or not to proceed with the publication of the proposed procedures. 

Now from the 25th of September, Atlas submitted that on the 6th 
of July, and on the 6th of November, 1951, the Corps of Engineers 
wrote back to Atlas Constructors saying : 

In accordance with the agreement between Mr. Aiken of your office and Mr. 
Tadlock of this office, Administrative Standard Operating Procedure No. 01 is 
returned for redrafting. 

They listed the things they wanted changed on that thing. 

Senator JoHnson. That is 4 months from the time it was first 
requested ¢ 

Mr. Batwan. More than that. From the 8th of June, and we are 
up to the 6th.of November now. On the 10th of November the Atlas 
Constructors finally submitted—the 10th of September Atlas Con- 
structors 

Senator JoHNson. September or November? 

Mr. Bat wan. Tenth of November, Atlas Constructors wrote the dis 
trict engineer, Colonel Derby, and said that they did not think they 
could per form the field chee! ‘king as listed in the corrections to their 
field manual in their previous letter and they would like to have per- 
mission to deviate from the suggestions they had made. 

On the 21st of November the C orps of Engineers wrote back to the 
contractors saying : 





This office has no authority to deviate from the manual for the administra- 
tion of the cost plus fixed fee construction contract. It is desired that your field 
checking procedure be prepared as originally directed. 

On the 24th of November Atlas finally transmitted for their review 
and approval copies of the proposed procedure for field time and 
equipment checking. 

Senator Jounson. June 8 to November 24 they carried on a running 
correspondence with each other. Then what happened on November 
24f 

Mr. Batwan, On November 24 Atlas finally submitted a procedure 
to the Corps of Engineers, and I think the result of this was the 
setting up—from that they printed up a standard operating procedure 
for field checking. 

By January they had set-up an internal audit department that was 
supposed to do this and it began to get into the swing, I think they 
had three or four people who were to supervise this job, I think 
thev had it going about the latter part of January. 

This is about six—— 
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Senator Jonnson. They started in June writing memos to each 
other and on November 24 they finally got the procedures approved 
and in January they got the or ganization into effect ? ? 

Mr. Batwan. Yes. 

Senator JoHnson. What happened to the waste that went down 
ihe drain between June and November? Is there any way of recover- 
ing that? 

Mr. Batwan. All through this period the Army Audit Agency, 
which reviews and makes a preaudit of the vouchers submitted by 
Atlas Constructors for payroll—these vouchers were checked by Army 
Audit. As I understand it, they had given them a tentative approval 
pending final check. As I understand it, right now there are from 
S85 to $7 million worth of payroll vouchers which cannot be substan- 
tiated. Mr. Cassidy, whom I understand to be the next witness, is 
prepared to give you a more complete picture on that as he has given 
it to us in the deposition before our own subcommittee. 

Senator Jounson. Would you go so far as to recommend that the 
payments that are now outstanding be held up until this whole thing 
can be explored further ? 

Mr. Batwan. I don’t think I could make a recommendation. Cer- 
tainly they have done a lot of work over there and they have had this 
labor there. It isa matter of making sure that we got the right papers 
in order to make a final and definitive : approval of the vouchers. 

Senator Jounson. In your opinion is any of this wasted money and 
equipment recoverable? Could we not withhold payments to the con- 
tractors until that question was determined ? 

Mr. Bauwan. If it can be proven definitively the amount of waste 
involved, there is a procedure by which moneys can be held back from 
the fixed fee allotted to the contractor. That no doubt should be done. 

Senator Jounson. In your opinion it should be done in this case? 

Mr. Batwan. Yes, sir. It would seem so to me. 

Mr. Rice. I think it is only a 10-percent hold-back, isn’t it? They 
pay up to 90 percent on salaries. 

Mr. Brewer. I think it would be recovered from their fixed fee. 
I don’t think their fee would nearly approximate the waste that has 
gone on. 

Senator Jonnson. You would recommend to the committee, in light 
of your experience, that we explore thoroughly the possibility of with- 
holding further payments until we see where we are on the waste that 
has taken place heretofore ? 

Mr. Batway. I think it would be a good idea to hear from the Army 
Audit Agency, which has the actual auditing facts on the paper work 
that is in existence supporting these particular vouchers, and if it was 
found that they have flagrantly violated all common-sense practices in 
supporting these doc uments, it would seem to me that would be a good 
procedure. 

Senator Jounson. You are not in a position to testify that they 
have, though ? } 

Mr. Batwan. N>», I am not. 

Senator Jounson. The committee agrees with you and has sched- 
uled other witnesses who are going to ‘testify upon this matter. But 
we want to get the benefit of any recommendations you are w illing to 
make—that you feel you are justified in making—as to putting a stop 








Ui nas Sts aaa ae ale ae, 


A TAR At Sel 





j 


Gia ARREARS OE Foe SS eciaons 


INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 419 


to this thing at the moment, thus giving us a chance to back up and 
start over again. 

Do you have any suggestions or recommendations to make to the 
committee as to what, if anything. should be done other than to explore 
the possibility with the other witnesses / 

Mr. Bauwan. To the extent possible, Mr. Chairman, I am prepared 
to present to your subcommittee the facts as we have found them, and 
know that with our own particular subcommittee, our chairman likes 
to have us present the facts and likes to leave determination of opinion 
for the committee itself. 

Senator Jounson, Do you have any facts that would justify your 
recommendation that the payments be temporarily suspended / 

Mr. Batwan. On the basis of what I have seen and the reports of 
the Army Audit Agency, it appears that—they have told us that they 
do not have substantiating data for making these payments. 

Senator Jounson. You have collected none of that information ex- 
cept the reports? You have nothing additional to offer the committee 
over and beyond what is contained in the reports / 

Mr. Batwan. No: we don't. 

Senator Jomnson. So all that information is available to us and 
there is no additional information you would like to present ‘ 

Mr. Brewer. I don’t know if you referred just to payroll payments, 
Mr. Chairman, or to wasteful practices. 

Senator Jonunson. I refer to the whole mess over there—general ex- 

penditures that have been made that appear to you to be waste “pe: and 
that you would like to refer to this committee as being wasteful, or not 
in the ordinary line of good buiness practices. 

Mr. Brewer. We have quite a bit of material here. I think Mr. Rice 
has an outline of it. 

Senator Jounscn. Go ahead. 

Mr. Rice. Is there anything you would like to say about inventory- 
ing of spare parts or re¢ord-keeping in connection with property on 
the job? That is, the ability to locate spare parts and produce them 
when necessary ¢ 

Mr. Batwan. We heard while we were there that the control of 
inventories was either nonexistent or in very poor condition and that 
when the people needed spare parts, they would come to the warehouse 
and would be told they were not there, and many times the mechanics 
would go through the bins themselves and pick out the parts they 
wanted. 

In a meeting held in the office of the district engineer on the action 
of January 5, 1952, it was obvious that this condition of laxity in the 
maintenance of requisition controls and inventories was present. I 
would like to read from the report of that meeting: 

In regard to procurement, it was brought to the attention of the Atlas repre- 
sentatives that requisitions are coming to us without any adequate screening, 
indicating that requisition control is not functioning properly and responsible 
screening by Atlas is not being accomplished. Many items are marked not in 
stock, actually are in stock. Mr. Weldon stated that he is trying to develop 
reasonable stock levels, but that he will not have very good information on the 


items or quantities on hand until about the 15th of March. He will see that a 
responsible screening is set up. 


Now they still don’t have an inventory there. They should have 
one completed by about the 15th of March this year, and that contract 
has been in operation for a long time. 
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Mr. Rice. You say they had them in stock and they come back, 
“Not in stock.” Would that result in a duplication of an order? 
Would they then cable over to the States and say, “Send over more 
material” where they had material on the job? 

Mr. Batwan. It is possible that it would result in that, yes. 

Mr. Rice. There might be a delay there, too, if they couldn’t find 
what they needed. 

Mr. Batwan. Yes. ? Pr 

Mr. Rice. Do you have any examples of that / 

Mr. Batwan. No, not right now. 

Mr. Rice. Was there a situation there where you talked to someone 
about estimating the amount of property that they had on hand there 
that should have been inventoried or records kept? You asked some- 
one there for an estimate of how much they had on hand there. 

Mr. Brewer. I might explain that by saying we talked to Mr. 
George Mason, who is the accountable property officer for Colonel 
Derby, district engineer. It is Mr. Mason’s duty to know what prop- 
erty they have on hand and keep track of it. 

Mr. Rice. He is the boss there ? 

Mr. Brewer. That is right. Mr. Balwan has here a memo he might 
read to you. We asked Mr. Mason for an estimate of how much prop- 
erty had been received from the States through the port. 

Mr. Rice. What it was worth ? 

Mr. Brewer. What it was worth. How much they had gotten. Mr. 
Balwan has it. 

Mr. Batwan. This is the accountable property officer who left a 
message on our desk while we weren't there answering our request for 
information on over, short, and damaged materials that were shipped 
from Stateside. He said that was of the amount of $317,000. He 
said: 

A total of $116,000,000 of equipment and supplies have been shipped to this 
district as of January 1. : 

At that time that figure was about $9,000,000 more than the total 
value of all the expenditures in French Morocco for our bases. 

Mr. Rice. You mean labor and everything? 

Mr. Batwan. Labor and everything. 

Mr. Brewer. They had actually spent about 40 million for prop- 
erty and supplies, so he was off just $70,000,000. 

Mr. Batwan. He was off about $76,000,000. 

Mr. Rice. This is the property accounting officer who was off his 
estimates by a mere $76,000,000? 

Mr. Batwan. That is right. 

Senator Jonnson. He is an employee of whom ? 

Mr. Batwan. District engineer, and he is property accountability 
officer. 

Senator Jonnson. His testimony was that they had shipped what ? 

Mr. Barwan. $116,000,000, when at the most $40,000,000 worth of 
equipment was sent. 

Senator Jonnson. Where did you get the $40,000,000 estimate ¢ 

Mr. Brewer. That was an estimate made by this man’s superior, 
Mr. Pruhs, the executive officer for Colonel Derby. 

Mr. Rice. He knew it couldn’t be $116,000,000 ? 

Mr. Brewer. Mr. Pruhs was quite surprised but we weren’t too 
much surprised. The man has a very sketchy knowledge of what he is 
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doing. He doesn’t really have any knowledge of what he has on hand. 
That is just a 

Senator Jounson. Was that your general impression of the other 
employees of 5 district engineer ? 

Mr. Brewer. I| don’t think they are in general extremely competent 
employees. There is a problem there arising from the fact that the Vv 
are civil service employees and they can only give the ma certain grade. 
So they can only get people who are in a fairly low grade in civil serv- 
ice. It is very hi id to get civil service employees to go over there, they 
are short of dependent housing, they can’t bring their families. The »V 
have a difficult problem, and perhaps something should be done to have 
higher grades for those employees—not those | particular ones, but to 
get better ones. 

Mr. Batpwan. I think one of the biggest problems has been staffing 
on the part of the engineers, not only quantity but quality. As we: 
understand it, the district engineer has asked repeatedly for more help. 
I think he has a little over 100 people there. He has asked for over 
200 at different times. That request has been turned down. 

He has to work through a division office, and I think it was turned 
down at that time. For a project as large as this, it is reputed that 
this is the largest contract the Corps of Engineers ever had—it ap- 
pears there is an organizational block there. They haven't given it 
the importance they “should have in getting problems directed to the 
Chief of Engineers. 

Senator Jonnson. My impression through the years has been that 
the Corps of Engineers was one of the most efficient, and one of the 
best qualified agencies of the Government. Do you think the problems 
they have had « on this job are due to lack of competence at the top, 
the district e1 igineers, or to the limited number of supervisory per- 
sonnel that they have available there ? 

Mr. Batwan. They have a problem there, which as I have said 
before, is a complex situation caused by an accumulation of difficulties. 
I think that a good engineer with a bad contractor, the very bad 
contractor, can be made. to look awfully bad; and probably a very 
bad engineer there with a very good contractor could probably be 
made to look very good because the contractor could even cover for 
the poor engineer. 

We have a condition there where there are some difficulties. with 
the engineers’ office in staffing and probably in the work of a diplomatic 
nature and the difficulties working with the French and with the par- 
ticular contractor they had and the rush and everything else, that 
probably brought the whole thing about. 

Senator Jonnson. What do you think we have’ Do you think 
we have a good contractor and a bad engineer or a good engineer and 
a bad contractor, or what? 

Mr. Bautwan. I think we have a little bit of both. 

Senator Jonnson. You think we have weaknesses all up and down 
the line—not only with the contractor but with the architect-engineer 
and with the District Office—that should be corrected when we are 
handling this much money / 

Mr. Batwan. Very obviously. 

Mr. Brewer. I don’t think Mr. Balwan means to say that the archi- 
tect-engineer is as bad as the contractor. There was trouble with the 
architect- -engineer up until about June, of last year. Porter-Urquhart 
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was the first architect-engineer on the job, soils engineers. Skidmore, 
Owings & Merrill were brought in, and the two were joined to form 
Porter -Urquhart, Skidmore, Owings & Merrill and Skidmore Owings 

& Merrill were then given the responsibility for the architect- -engi- 
neer’s performance. Since that time it has been the general agreement 
I think that the architect-engineers have done a very good job. 

Senator Jonson. You think that combination and designation of 
administrative responsibility correctéd the deficiency that existed prior 
to that time? 

Mr. Brewer. I think there is general agreement as to that. 

Senator Jonxson. Do you have any questions, Counsel ? 

Mr Rice. Yes. 

Tell us about the situation where someone added an extra zero on 
the oil heaters. 

Mr. Batwan. We don’t have the documents on that. This is the 
story that was told to us by Maj. Gen. Archie Old and Colonel Holman, 
who is commanding officer, Sidi Slimane, and Mr. Jan Porell, general 
manager for the architect-engineer. 

An order was put in for about 150 space heaters. The space heaters 
were rated at 7,500 B. t. ue. That order came to New York, and one 
of the girls was reputed-to have made the mistake of adding another 
zero. and they ordered one hundred and fifty 75,000 B. t. u. heaters, 
which were sent abroad. 

We saw one of those heaters. Colonel Holman told us a lot of those 
heaters went to the contractor’s own facilities. I don’t know whether 
the same girl who changed the specifications was responsible for that 
or not. 

Senator Jounson. Is that Miss Ringbloom, who was mentioned this 
morning ? 

Mr. Batwan. Yes. 

Mr. Rice. What did they do with the heaters after they got them 
over there? 

Mr. Batwan. As I understand it, they put them in this contractor’s 
huts and a lot of the mess halls around. 

Mr. Rice. Some of them ended up in these very small Dallas huts, 
and they are large enough to heat a mess hall or some tremendous 
building; is that ‘right # 

Mr. Batwan. That is right. 

Senator Jounson. It looks like it would have burned somebody up. 

Mr. Brewer. It gets very cold over there at night 

Senator Jounson. Do you know anything about the difference in 
the cost of the heaters? 

Mr. Batwan. No, I don’t. Mr. Cassidy could testify to that. I 
am sure these passed through him, and he may have information. 

Senator Jounson. Did you go into the nepotism charges that have 
been made heretofore? If so, tell us what you found. 

Mr. Brewer. Yes, we did. 

Senator Stennis. Before you leave this, Mr. Chairman, this custo- 
dian over there that had $116,000,000—was that the custodian over in 
Mor« CCO ? 

Mr. Bauwan. Yes; he is still employed. The Engineers were quite 
embarrassed by this little episode when we mentioned their own 
accountability property officer didn’t know how much property they 
had altogether. 
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Senator Jounson. I wonder if they took any action against the 
officer ¢ 

Mr. Batwan. Oh, no. 

Senator Srennis. He is under civil service. 

Mr. Bauwan. We mentioned that to them. They know it existed. 

Mr. Brewer. It might cost $500,000 to get him. That has happened, 
I understand. 

Senator Jounson. The committee received testimony concerning 
the son of General Bragdon. I understand you have testimony in that 

regard. General Bragdon was former Deputy Chief of the Corps of 
Engineers and is now retired; is that correct ¢ 

Mr. Rice. He is now retired from the Corps of Engineers. I under- 
stand General Bragdon is now employed by Guy B. Pinero, a sub- 
contractor, both on this Atlas job and on the Blue Jay job, and that in 
recent weeks General Bragdon has been negotiating with Porter- 
Urquhart, Skidmore, Owing & Merrill in order to assist in obtaining 
what they call a title 2 to the contract. Title 1 gives the architect- 
engineer the supervisory function in drafting the program. Title 2 
gives them a supervisory function in the actual construction phase. 

They haven’t a complete contract. He is assisting in negotiations in 
an effort to obtain that for his company. 

Mr. Batwan. We understand, Mr. Rice, from talking with Mr. 
Pinero that the Pinero firm actually is employed as a subcontractor 
to Pusom, right now. 

Mr. Rice. Electrical distributors on the Atlas job. They also hap- 
pened to show up as subcontractors on the other biggest job the coun- 
try has, which is the Blue Jay job. 

“Mr. Bauwan. I have the personnel record on John Stuart Bragdon, 
Jr., reported to be the son of General Bragdon. He was employed 
there at $400 per month in the summer of 1951 as an inspector. 

The only thing we have on that is something which Mr. Cassidy can 
bring out better to you. That is, that on these contract employees the 
contractor pays the expenses of bringing the personnel across, and 
after they serve the contract out, they can be transported back to the 
States. 

In this case the general’s son did not serve out his contract. I 
think he had to come back to go to college. ‘The company did pay his 
expenses back and the vouc her on that is currently being held up by 
the Army Audit Agency. Is that right, Mr. Brewer ¢ 

Mr. Brewer. I think that is correct. 

Mr. Rice. How about Major Colley’s son? 

Mr. Chairman, I understand in connection with General Bragdon’s 
son that the amount owing was explored by the committee during 
previous hearings and that it has now been paid. I think it was one- 
hundred-and-sixty-some-odd dollars. 

Senator Srennis. That has been paid ? 

Mr. Rice. Yes: by General Bragdon’s son ? 

Mr. Batwan. Here is a Theodore Colley who w: as mployed during 
the summer of 1951 as a chairman at the rate of $325 a month. He 
was about 15 years old when he was employed. Major Colley is an 
employee—— 

Mr. Rice. He is finance oflicer. 

Mr. BatwaNn. Finance officer for the Corps of Engineers. 
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Senator Jounson. Did Major Colley have anything to do with this 
job? 


Mr. Brewer. He is the finance officer there in Morocco for the Corps 
of Engineers. 

Senator Jounson. Finance officer on that job over there ? 

Mr. Brewer. That is right. 

Mr. Batwan. Yes. 

Senator Jounson. His 15-year-old son has been employed at $325 
a month by the contractor ? 

Mr. Brewer. That is right. We have a letter here and the sub- 
stance of it is—this letter is signed by the business manager of Atlas 
Constructors, Mr. Shipyoni, dated May 9. Apparently. the Colley 
boy went up to Sidi Shmane; the project manager sent him back. 

Mr. Rice. Yes, we had testimony from Mr. Simmons that they 
suggested he employ the boy. He said he wasn’t interested in a 
boy that young and sent him back. 


Mr. Brewer. The project manager sent him back and sent this 
letter along with him. It says: 


It was requested that Mr. Colley be returned to Casablanca since it was the 
contractor’s opinion that no person will be employed who is under the minimum 
age limit prescribed by law. This question was reviewed by the wrecker with 
the district engineer's office and they have informed us that this jurisdiction 
does not necessarily apply to Americans hired locally outside the continental 
limits of the United States. Since no objection will be interposed by the 
Corps of Engineers to the hiring of Mr. Colley and since it is felt that his 
services will be of value to your area, he is being returned to you for re- 


assignment. 

Mr. Rice. Who signed that letter? 

Mr. Brewer. Mr. Shipyoni, who was at that time business manager 
for Atlas. Atlas has had five business managers during the course of 
this period. 

Mr. Rice. He says in effect that the district engineer says it is all 
right to hire that 15-year-old boy; is that a fair inference # 

“Mr. Brewer. That is a fair inference. 

Mr. Rice. He was subsequently hired ’ 

Mr. Brewer. Yes. 

Senator Srennis. At how much? 

Senator JoHNson. $325 a month. What he is saying there is that 
the major’s 15-year-old boy, who happens to be in F ‘rench Morocco, is 
not subject to the w age- -and-hour law which makes it necessary to get 
a permit to work on a job like this. 

Mr. Brewer. Yes, sir; that is correct. 

Mr. Rice. We had some testimony about C. C. Waller, the super- 
intendent there. He was on the payroll and his son and his son’s wife 
and the two daughters and the husband of one of the daughters. Did 
you find anything out about that 

Mr, Brewer. We didn’t inquire about that. 

Mr. Rice. We had some further indication that Camp Manager 
Peterson had a 15-year-old son on the payroll. 

Mr. Brewer. We don’t know anything about that. 

Mr. Rice. How about Colonel Derby, the district engineer? Did 
he have any relatives on the payroll ? 


Mr. Brewer. Mr. Balwan has the personnel record of Colonel 
Derby’s son. 
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Mr. Batwan. Colonel Derby’s son was employed at the Moroccan 
bases as a local hire. There were no transportation charges paid out 
for him. 

Mr. Rice. Under the arrangements for going over there, the Corps 
of Engineers would take care of the transportation of the family. 
It would come out of the other pocket. 

Mr. Batwan. That is right. We understand he did a pretty good 
job. I have forgotten what he did do. 

Mr. Rice. In any event, he is on the payroll. 

Mr. Batwan. He was on the payroll last summer, the summer of 
1951. 

Mr. Rice. Is he off the payroll now ?/ 

Mr. Batwan. Yes; he worked only during the summer and he re- 
turned to go to school. 

Mr. Ricr. How old a boy is Colonel Derby's son / 

Mr. Brewer. About 19, I think. 

Mr. Rice. Do you know what he was being paid / 

Mr. Brewer. We have his record here. 

Mr. Bantwan. $325 a month. He was returned on September 1, 
1951, to go to school in the States. 

Mr. Rice. We have a notation that there were five members of the 
Evans family on the payroll over there. Do you have anything on 
that ? 

Mr. Batwan. We have nothing on that. 

Mr. Rice. In connection with the designing of the jobs and the lay- 
ing out of the plans, do you have some information about the design 
changes that you ran into? 

Mr. Brewer. We asked Mr. Porell, who is general manager of 
Pusom, the architect engineer, about whether there were a great many 
changes. He prepared for us two histories of changes that were made, 
one in the drainage plan at Nouasseur and the other at the aircraft 
utilization area at Nouasseur. He tells us these are typical changes. 

The history of the drainage plan at Nouasseur shows these three 
pages of changes. At one point it says: 

The many changes and constant revisions to the drawings deteriorated the 
drawing to such an extent that it was necessary to redraw it incorporating all 
of the above changes and adding one revision. 

I don’t know whether that means they actually wore the paper out. 
I think it means the drawing was so badly off from the many changes 
that they had to make a new drawing of the thing. 

Mr. Rice. Did they say how many times they had changed the 
plans ? 

Mr. Brewer. He says so over on this one, but on the aireraft utill- 
zation area it states: 

The design changes total 44, not including minor revisions normally required. 


There were 44 design changes‘on this thing alone. He states that 
this is 450 percent of normal requirements for such a design. 

Mr. Rice. They changed one set of plans 44 different times? 

Mr. Brewer. Forty-four times. That was just on the drainage 
plan at Nouasseur. 

Mr. Rice. That is the place where the apron didn’t drain / 

Mr. Brewer. That is correct. 

Mr. Rice. The one they had the trouble with? 
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Mr. Brewer. Yes. I understand they haven't finished the drainage 
yet at Nouasseur. 

Mr. Rice. The drainage plans at Nouasseur were changed 44 times, 
Mr. Chairman, the parking area that didn’t drain is what they ended 
up with, with water on it. 

How about the changing of the locations of some of the bases‘ 
They started out to build it one place and abandoned it to go some 
place else. 

Mr. Brewer. I suppose you are referring to Benguerir and Machra 
bel Ksiri. We were talking to Joe Burris, who is project manager at 
Benguerir. He is formerly of Atlas Constructors. 

In the course of the conversation he said when he got through here, 
he was going to get a job with Ringling Bros. We didn’t know what 
he referred to until later. We found he thought he would be qualified 
because he had been moving his tents up and down Morocco all summer 
long. That was the place where they started at Benguerir and moved 
up to Machra bel Ksiri and back to Benguerir. 

We saw a report showing they had worn out the tents. They said 
50 percent of them were no good and they would have to rehabilitate 
the others. 

Senator Jonnson. This might be interesting. Here are some 
extracts from communications that have been brought to the com- 
mittee’s attention. This reads: 


* %* * things are getting on the ball and they have made up their minds 
to move the camp * * * everyone around here is getting very fed un with 
things, as we would like to know where we're going to be from one day to the 
next—also everyone is working at a job that is not the one he was meant to do— 
so far I've been doing anything that I’ve been told—from cat skidder to carpenter. 
just to keep busy. * * * They sure don’t seem to care how they spend tax 
money around here. We had a camp just about finished and it must have cost a 
couple of hundred thousand and now they are letting the works go to pot and 
moving to a new location. Well, the more they fool around the longer the job 
will last, that is if they don’t junk the whole works and send us all home—for the 
way things are gcine so far everything looks very uncertain. I think in a few 
months they should know what they are going to do—T hope. 

July 22,1951: * * * we have just heard that they have reopened the camp 
that we closed down and are going to build the airstrip. So it may be that we will 
fo back up there. It’s funny the way the Army spends money—no wonder our 
taxes are so high—build a camp, wreck it, and then build it up again. It sure 
doesn’t make sense. We put upa big carpenter's shop with all new equipment in 
it and then received orders to take out all the equipment and make a mess hall 
for the Army out of it * * * 

Jvly 28,1951: * * * weare now going to have every Sunday off, and will 
work 11 hours a day € days a week—don’t know how long that will last as they 
are always changing thins around and anyway a lot of the men are going to quit 
their jobs if they can’t get more overtime. 

August 5.1951: * * * next week I think I’m going to move into town as 
this camp life is vetting the best of me. The tents we live in are always dirty and 
the food is getting worse every day. Last week we had about 35 men in the 
hospital with dysentery. There are over 2,000 men in camp and the mess hall 
is made to handle 500, so you see that things can’t be very good with a situation 
like that. We still don’t know if we are going to stay here or not. We have about 
“00 Frenchmen here and 500 are to come in next week—so thev may turn the 
‘ob over to the French and send us home. I’ve seen that hanpen before: or they 
may start a new job and send us out on it—they have to do something as there are 
more men bere than they can ever use. 

Avgust 13, 1951—Casablanca: * * * it took a week to get the transfer 
through—I’m sure glad I managed to get it as I don’t think I could have made 
the vear here in camp—the camp is just too dirty and the company did not seem 
to try to improve things at all. 
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September 26—Clipping from Casablanca newspaper: Marrakech.—Atlas 
Constructors have returned to Benguerir, 38 miles northwest of Marrakech, 
resuming work on the airstrip previously abandoned due to a hard-to-solve 
water problem. The Benguerir plain is just as bad as Death Valley in California. 
Most of the year it is scorched by the sun, and when the rainy season comes 
it turns into mud flats. Just now it is swept daily by blinding sand storms called 
“cherguis.” Most of them originate round the site where Atlas Constructors 
are now establishing their camp. 

December 11,1951: * * * I was rigging a 37-ton lift. It was a big shaft 
for a motor and the crane would not hold the weight so the crane operator had 
to drop the lift or else the crane would have gone over. When the shaft fell 
it fell into a large motor and broke things up a bit—well, the boss blew his top, 
and the crane operator and I were discharged for neglect of duty. I would not 
stand for it and took it up with the Army engineers. You see, when the shaft 
came in it was listed at 20-ton not 57 and the crane we used to unload it was 
good for 30 ton. Well, the Army held an investigation and the result was that 
the boss and three of his foremen were discharged and the crane operator and 
I were transferred to another camp. That’s where I am now, but don’t know if 
I'll stay here as they say they don’t need any riggers. So tomorrow I'll find 
out what will happen, but I was out of work for 10 days without pay. 

We have a running series of letters from employees on the job, all 
of them high lighting one thing: mismanagement, waste of the tax- 
payers’ money. ‘Go ahead. 

Mr. Rice. T noticed in that letter that the men complained of men 
Leing sick on the job. I wonder if you made any findings about the 
medical situation over there, the condition of the supplies. 

Mr. Batwan. Yes, sir. We visited the hospital there and talked 
with the physician in charge. Their big complaint was that they 
could not get medicines. What medicines they finally were able to 
procure were those that they got in Casablanca and they were French 
medicines, and the dosages were different. The whole characteristics 
were different. They didn’t know quite how to apply them to their 
patients. 

They provided us with a summary of information on requisitions 
for medicine. This is about the way things stand or stood as of 
Feoruary 5, 1952. 

On the 5th of February the requisition CPX1326 for drugs and 
sundries, dated July 18, 1951, it was marked for earliest delivery pos- 
sible; there was a partial shipment which had arrived on the Ist 
of January 1952 and the balance of the shipment arrived January 7, 
1952, about 6 months later. 

On requisition CP X1732, X-ray supplies and film, a requisition 
dated September 18, marked “urgent;" this requisition came in by 
ship and it was only partially filled the 31st of January 1952, while 
we were there. 

Requisition No, CPX2027, drugs and sundries, dated October 30, 
1951, marked “airlift and urgent,” was delivered in three parts and it 
came in January. 

All other requisitions—and there are 17 of them— which were dated 
after the 4th of December, were such items as sterilizers for surgery, 
drugs and sundries, narcotics, laboratory supplies, surgical equipment, 
nursery supplies, medical reference books, books of pharmacy, re- 
placement parts for resuscitators, food conveyors—none had been 
delivered as of the time we had been there. 

They were quite concerned about the ability to operate a hospital 
efficiently. 

Senator Stennis. Who does that come to over here, Mr. Balwan ? 
Who do those requisitions come to? The United States engineer / 
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Mr. Batwan. Those requisitions are made to Atlas and Atlas tells 
us they have to give to the Corps of Engineers and the Corps of 
Engineers has to buy this. 

We talked with Mr. Manning, who was one of the partners for the 
Atlas Corp., while he was on a brief visit at Casablanca, and he said 
he w: as aware of this problem, but the difficulty stems from the need 
of giving these requisitions to the Corps of Engineers. If they had 
to do this themselves, they could get it quicker. We don’t know about 
that, but that is what they complain about. We know they have run 
into difficulty like this. 

While we were there at the hospital a telephone call came-in from 
the Corps of Engineers, saying: 

About that requisition you have for supplies, medical supplies, to the States— 
we can’t send that in because you haven't stated what the weight will be. 

Well, the doctors are probably notably haters of red tape and 
records. It delayed that thing just a little bit more. He gave them 
the information on the weight to the best of his ability, but it meant 
the requisition had to go through the whole chain. They said it would 
take about three weeks to get back to the Corps of Engineers and by 
the time the order went out it would be much longer. 

Mr. Rice. Meantime some people were sick. Now did you find 


anything about the handling of narcotics that you thought was - 


unusual ? 

Mr. Brewer. I don’t think we inquired into that, Mr. Rice. 

Mr. Rice. I have here a communication—it doesn’t relate to this 
job but it relates to the Blue Jay job, which might be indicative. It 
is a letter from a doctor who had been up there and who talked about 
this situation there. He said: 

We had a 15-bed hospital which was most of the time not filled to capacity. 
It had a staff of six physicians and twelve male nurses that could easily have 
served a 150-bed hospital. 

Then he goes on to tell that one of the doctors drew $12.50 an hour 
plus overtime, and some of them had salaries of better than $20,000 
a year and had orderlies who assisted them at $16,000 to $18,000 a 
year. 

Did you find an overstaffing from a medical point of view! I be- 
lieve there have been some complaints that they were busy more with 
construction workers’ wives and what not than with other cases. Do 
you have anything along that line? 

Mr. Batwan. No, we don’t have anything. 

Mr. Rice. Mr. Chairman, we have had complaints that some of the 
construction workers and staff people over there were bringing their 
wives from the States to have their babies because they found they 
could get medical treatment at Government expense, resulting in— 
here is another letter : 

Dr. J. D. White, head of the medical department of Atlas, came bere in the 
transportation department and was a failure. So through his friendship with 
some of the managers was given complete charge of the medical department. 
The man is definitely not qualified for this position, and none of the M. D.’s 
serving under him dares speak a word or they will be disciplined. 

Senator Jounson. Do you have any information on that / 

Mr. Brewer. Dr. Wise is no longer there. They have a competent 
doctor, Dr. Waring, who was formerly here in Washington, I think. 
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He has put the hospital on its feet. I think everyone has confidence 
in Dr. Waring, that the medical program will be successful if he can 
getthedrugs. He is very short of medical supplies. 

Mr. Rice. How about the adherence to safety regulations there? 
Do you have any findings in connection with that ¢ 

Mr. Brewer. Well, this Moroccan construction usually has the 
worst safety record of any job in the North Atlantic district. Occa- 
sionally from month to month they may be exceeded by the Turkey 
job, but the safety engineer for the Corps of Engineers has had quite 
a struggle with Atlas Constructors trying to get them to institute a 
safety program. 

Colonel Derby at one point threatened to cut off payment of fees 
to Atlas Constructors if they didn’t do something about their safety 
program. : 

Senator Jounson. Do you have any figures to justify the state- 
ment that their record is worse than any construction job in the whole 
North—— 

Mr. Brewer. I have a chart here showing 1 month, the month of 
November 1951. The job in Morocco shows a frequency of 15.54. 
That was exceeded by the Turkey job that month by 17.66. 

Another accident summary analysis here shows that 49,733 man- 
days were lost due to accidents. 

Senator Jounson. Could we put that chart in the record ? 

Mr. Brewer. Yes, sir. I will furnish those to the reporter. 

(The charts referred to above are as follows :) 


Atlas Constructors—Accident summary: Analysis breakdown for November 1951 


| pasty PN Seppe se £7 br Pl a 








Esti- 
! Lost t ! wren- | Motor : mated 
| a letrne in| ere “jue | SeVer- | vehicle a Fre- Motor 
Area | Man-hours oo quency | on | ity | acei- Mileage | quency | vehicle 
b Aveir , | dents repair 
1 costs 
Casablanca - | 728, 574 | 7 9. 60 25 | 0.084 14 531,711 2. 63 $3, 354 
Project No. 1... 1, 525, 484 14 9.17 141 . 092 6 786, 339 . 763 515 
Project No. 2-. | 747, 095 6 8.03 7 097 1 413, 806 241 
Project Nos. 3 
and 4 280, 027 5 17. 85 100 357 2 105, 042 1.90 18 
Tetek. i..%-. 3, 281, 180 32 9. 75 339 . 1033 23 1, 836, 898 1. 25 3, 887 
Cumulative from | 
March to date... 17, 476, 023 273 15.62 | 49,733 | 2.845 


During the November 1951 reporting period the folowing breakdown of 
basis injury cause sources is listed: 
Injuries 
Motor-vehicle operation__-—_-- Bi eS arid ae US peat is 4 
I venenatis nner alleen 6 
Falls (from above floor level) -__—__— 


8 

ene Me dt Se oe lek 3 
Hand tools (improper use of) ~-._-._-...-....---------- ob oS etree 3 

+ Burns (welding-grease fire) ...._....__...--- EEE ae ‘ = 1 
Improper work procedures. _............_._-------- Ls tae 6 
ERIE Sey ule Oc tata 2 ako 1 


Property damage (other than motor-vehicle repair costs) costs to Atlas Con- 
structors amounted to $75,362. This includes an estimated $74,947 fire-damage 
loss incurred by project No. 2 during this period. 

Damage to third party property as a result of company operations was esti- 
mated at $2,010. 
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Number of non-Atias personnel seriously or fatally injured, incident to com- 
pany operations, Was eight. 

(Nore.—The foregoing breakdown as compared with the October summary dis- 
closes a serious increase in injuries from falls and improper work procedures. 
Previous months’ experience has indicated that the largest single cause source 
of injuries as being motor-vehicle operations or activities inc.dent thereto.) 


North Atlantic Division, comparative summary of accident erperience, civil 
works and military construction for the month of November 1951 





Number 


of acci- | es of Man-hours Frequency Severity 
: dents | @#¥S ost | | 
Installation | 
1950 1951 1950 1951 | 1950 1951 1980 1951 | 1950 1951 
MI ie i Ricah es cee | oes bikes Wate ied otek 
} } 
Atlantic District: | | 
Month of November i 0 4 0 14°) 0, 1,411,716; 0.90, 2. 82/9. 0010. 10 
Cumulative Jannary to November | 0 | 14 | 0 612) 0} 2, 456, 502) 0.00) 5. 70/9. 00/0. 25 
East Atlantie District | | 
Month of November Loace 0 | 922 0} 13, 912) 0} 4, 195, 122) 0, 00,21. 93/9. 00/3. 32 
Cumulative January to November 0 (3087) 0) 55, 451) 0) 19, 824, 445) 0. 00/15, 54/9. 00)2. 80 
Middle East District: } 
Month of November ; a BF a. 0} 19} 0} =915, 069) 0.09) 2 19)/9,09)9. 01 
Cmulative January to November_| 0 | 20 | 0} = 448 0} 4, 513. 816) 0.00) 4. 43/0. 00\9. 18 
U.S. Engineer Groun (Turkey): 
Month of November bik@ 4 0} 23) 0 RR1, 242) 0.09) 4. 54/0..00/9. 03 
C umuiative January to November | 0 /1132) 0) 17, 193} 0) 6, 397, 359) 0. 00/17. 66,0. 00) 2. 69 
Northeast District: | / | | | 
Month of November 0 3 0 49) 0 647, 442) 0.09) 4. 63/0..00)9. 06 
Cumulative Januory to November_| 0 | 842 0} 14, 510 0) 7, 206, 699) 0.00/11. 65/0. 00/2. 01 
Division average: | | | | 
Month of November _- : -| 0 11052} 0, 14,139 ©) 8,050, 593) 0. 00)13..04.0, 00/1. 76 
Cumulative Jannary to November | 0 [539 " o| R88, 214 0/40, 398, 812) 0. 00/13. 34.0. 00/2. 18 
Division average and Zone of Interior: | | | } | | j | } 
Month of November. --_.---------- | 12 |1297 o14| 45, 575) 1, 857. 582/12, 323. 246) 6. 46/10. 47/0. 19/3. 70 
Cu nulative January to November_|1843)949 2 a. nee. 251 18, 089, 267/83, 830, 668) 10. ah 32)1. “" 87 
1 | i ! { { \ 


Norte.—Superior figures indicate number of fatalities. 


Senator Jounson. Are there any further questions? 

Mr. Rice. Yes. What about the handling of the dynamite ? 

Mr. Brewer. That is typical of Atlas’ general procedures on the 
job. Mr. L. E. Bozarth, who is chief of the Engineering and Opera- 
tions Division for Colonel Derby—civilian chief engineer—wrote to 
Atlas Constructors on the 22d of October 1951, saying: 

Gentlemen, you are directed to discontinue the practice of loading bore holes 
with dynamite for several days prior to shooting. This method of blasting is 
contrary to safety rules and regulations published by the Corps of Engineers. 
After inspecting the blasting done at Nouasseur, it is the opinion of this office 
that you can comply with safety regulations and still do an excellent job of 
blasting. 

We had the safety engineer see if they were still continuing that, 
and he has a note on this letter saying: 


Inspection of February 9, 1952, revealed continued violation of directive. 


Mr. Rice. The directive comes out and it is completely disregarded ¢ 

Mr. Brewer. That is correct; yes. At one point the safety engi- 
neer wrote to Colonel Derby, and he said: 

From my observation, it is only by the grace of God Himself that a dis- 
astrous fire has not occurred or a number of employees critically injured from 
the unsafe practices followed in transporting personnel and the use of explo- 
sives. Unless positive corrective action is taken immediately to obtain com- 
pliance with the safety requirements of the Corps of Engineers, a catastrophe is 
certain to happen. Please advise what action you desire in this matter. 


This is Mr. L. F. Andress. He informed us Atlas has made no 
effort to improve their safety record. 
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Senator Jounson. The safety engineer for the Corps of Engineers 
is on the job? 

Mr. Brewer. Yes, sir; that is right. The significance of this, I 
think, Mr. Chairman, to your committee, is that all of these accidents 
cost money through insurance premiums. They are way up when 
you have a condition like this. 

Mr. Rice. What happened to Mr. Waller, the superintendent there? 

Mr. Brewer. Are you talking about that jeep? 

Mr. Rice. Yes. 

Mr. Brewer. I have a report here that Mr. Waller was superin- 
tendent on the Sidi Slimane job. Upon going through the files, I 
found a report by Mr. C. C. Waller, dated April 17, which is a state- 
ment of an accident. He said: 

I was making an inspection and getting equipment started for the day’s work 
on the strip. I parked a jeep across the road from the equipment and walked 
over to talk to the foreman, about 150 feet away. I talked a while, and he, 
looking back, called my attention to the fact that the tractor had just run over 
my jeep. I did not actually see the accident, as the tractor had completely 
cleared the jeep when I turned around. 

Senator Jounson. The moral of that is to either leave the jeep or 
take it with you. 

Mr. Brewer. The tractor driver swore he didn’t know he had hit 
a jeep. 

Mr. Rice. All right, sir. 

Senator Jounson. You are reporting this incident from an oflicial 
report of the superintendent on the job who left the jeep 150 feet away 
to talk to one of his foremen and got it covered up in his absence; 
is that right ? 

Mr. Brewer. That is right. The caterpillar tractor ran right over 
t, the track ran over it. It was out like that [indicating|, com- 
pletely wrecked. I don’t know whether the tractor driver thought 
the driver was in it or not. 

Mr. Rice, That would have been a tremendous loss because it is 
the man who has all his relatives on the pay roll. 

Now here is a subject we are vitally interested in, and that is the 
general approach to the security or the policing of the job from the 
point of view of looking into possible waste in procurement or other 
malpractices, complaints that might be received as to buying and sell- 
ing or stealing or loafing on the job. What did you find in the way 
of personnel there who were either equipped or charged with the duty 
of looking into problems of that type and was it a major problem ? 

Mr. Batwan. It was a major problem and it alarmed us. In the 
course of our investigations we wanted to find out how the Govern- 
ment’s interest could be protected by the people in Morocco. We 
found that actually it is almost legal to steal in Morocco. ‘The agency 
there that has jurisdiction over criminal cases for Americ — is the 
consul general. The consul general has been given orders by the 
State Department—and I have a confidential document which I don’t 
want to release here—telling him he cannot conduct investigations on 
his own, that he merely hears and tries the cases as a court. 

That eliminates the consul general from investigating any fraud 
or soorg | in Moroeco. The contractor himself has a security de- 
partment, but they were also instructed not to conduct investigations. 


94341—52—pt. 3——_-9 








432 INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 


The French Mission said they could not have police or investigators 
or such. It would conflict with some extraterritoriality provisions, 
I suppose. 

So the Atlas Constructors has its hands tied about protecting Gov- 
ernment property, and the Corps of Engineers has a staff of two pepe 
in their security department. That security department handles not 
only security matters, but translation and public relations. They 
greet visiting officials and things like that. But they are not inves- 
tigators as such. 

One man in charge is not an investigator. He has had some kind 
of investigative experience with the Army during the war. The other 
man they have employed by the Corps of Engineers is not an Ameri- 
can citizen. He describes himself as being born of an English father 
and a French mother. He was born in Switzerland, married a Swed- 
ish girl, and worked in Sweden, and Paris, and before coming to 
Morocco he was employed in Tangiers, and the Corps of Engineers 
picked him up and there he is doing their security investigations for 
them. So actually there is nobody well qualified to conduct investi- 
gations and to protect the interests of the Government in Morocco. 

Mr. Brewer. It might be added that 

Senator Jounson. And this is on a base that up until recently had 
a high security classification as to its location ; is that right? 

Mr. Batwan. CID may be there, I don’t know. 

Mr. Rice. The net result is on this $300,000,000 proposition, if there 
were kickback deals or stealing or any crime, for that matter, the only 
thing that would be available to investigators would be two men who 
are part-time workers in effect because they have other duties; is that 
right ? 

Mr. Bauwan. Yes. I know that the Army Audit Agency has gone 
even beyond the jurisdiction, as I see their duties and as they have 
explained it to me, to expose these cases in assisting in investigations. 

Mr. Rice. Have any cases like that come to your attention? For 
instance, the Joseph Banz case or other cases, where we know beyond 
any question that there has been pilfering or stealing. 

Mr. Batwan. Yes, there have been cases. 

Mr. Rice. Have there been many cases like that? 

Mr. Batwan. I don’t think more than four or five have been called 
to our attention. 

Mr. Brewer. Actually there must have been more than four or five 
but only four or five have been discovered because of the situation 
which we have described. There is no one to investigate. 

Mr. Rice. You feel as investigators that there is more there than 
meets the eye, that this is merely the smoke and that there is a fire going 
on somewhere ¢ 

Mr. Brewer. That is quite certain. For instance, there is this stag- 
ing area where these goods pass through in transit to the warehouse. 
We had estimates from people who received the goods in the ware- 
house, and the lowest estimate we could get for goods that were stolen 
between the time that the goods left the ship and arrived at the ware- 
house, the lowest estimate was 5 percent. Five percent of 40 million 
is about $2 million worth of small goods that were pilfered. 

Mr. Rice. What is the highest estimate ? 

Mr. Brewer. Twenty-five percent. 
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Senator JouHnson. Does that estimate run from 2 million to 10 
million ? 

Mr. Brewer. Yes, that was stolen from the time the goods arrived 
at the dock in Morocco until the time that they reached the warehouse 
in Casablanca. From the warehouse in Casablanca, of course, it goes 
out to the various jobs, to Sidi Slimane and Nouasseur. 

Senator Jounson. Over what period of time was that estimate 
made? 

Mr. Brewer. From the time the job started in April until we were 
there in February. 

Senator Jounson. Ten months. 

Mr. Brewer. Ten months. 

Senator Jounson. Ten million—a million a month in stealing. 

Mr. Brewer. As I say, the lowest estimate was 5 percent, and the 
highest estimate was 25. 

Senator Jounson. Who made those estimates? 

Mr. Brewer. The people in the warehouse who prepare what are 
called the over, short, and damaged reports. 

Mr. Batwan. Employees of Atlas. 

Senator Jonnson. In other words, employees of the contractor 
stated to investigators of the Hardy committee that their minimum 
estimate was that stealing had cost them 2 million for 10 months. 
That was the minimum, and the maximum was probably 10 million 
for the 10 months. 

Mr. Brewer. Yes, sir; for actual theft. 

As for kick-backs and graft, I don’t think anybody can make an 
estimate of what may have occurred. 

Senator Jounson. In other words, they were stealing anywhere 
from $250,000 a month to $2,000,000 a a ane 

Mr. Brewer. That.is what these people estimate who prepare these 
reports as to what happened. 

Senator Jounson. Will you give me their title again? 

Mr. Brewer. These people were employees of M. M. Smith, who is 
chief of the supply department of Atlas Constructors. 

Senator Jounson. So the people employed in the chief supply of- 
fice of Atlas Constructors inane these estimates to you. 

Mr. Brewer. That is right. 

Senator JoHnson. When did they make them ? 

Mr. Brewer. When we were there, approximately the first week 
in February. 

Senator Jounson. Did they suggest anything that could be done 
that would stop it? 

Mr. Brewer. We made a suggestion. The stuff comes off the ship 
and a great part of it is in large boxes. They have a tally sheet on 
the dock and they would check so many boxes. Then the goods move 
to the staging area where it is segregated, and then back to the 
warehouse, at which time they prepare these over, short, and dam- 
aged reports. 

Well, by that time somebody has gotten into the boxes. We sug- 
gested that they could work out some arrangement where they would 
prepare the tally sheets on the dock to see how much they were actually 
getting from the States. 

Mr. Batpwtn. Mr. Cassidy is prepared to testify, I think, on the 
inventories, that they were prepared from the invoices rather than 
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from tally sheets. We will never know the losses there. Actually 
they are fabricated property records. 

Beaute Srennis. Let me ask this question. Is the Atlas Co. paid 
on the basis of their gross expenditures for materials and labor? Is 
it cost plus? 

Senator Jonnson. As I understand it, it is a fee job where they get 
a specified fee for this work regardless of how much they spend. ‘Isn't 
that true? 

Mr. Batwan. Yes, sir. 

Mr. Rice. My concept of it is this. The fee runs about $5 million. 
That is what they call a cost-plus-fixed-fee. But there is also a sliding 
scale provision so that if the job has extras and others which begin 
to mount = there is an arrangement whereby the fee may be sup- 
plemented by additional fees which can be negotiated. So that 
million is not necessarily a ceiling if the job runs further. It is an 
open end proposition. 

Senator Stennis. The more that is added in and the more that is 
used, the more it extends the contract? 

Mr. Rice. Yes, that is possible. The fixed fee was based on $300,- 
000,000. We have some testimony here that it may run over 
$400,000,000. 

I wonder if you had any suggestion that possibly the pilfering or 
stealing was becoming such a major problem that they might run out 
of tools. 

Mr. Brewer. I think Mr. Balwan has a letter to that effect. 

Mr. Batwan. At one of these administrative conferences, this is a 
conference on the 5th of November, 1951, attended by personnel from 
the Corps of Engineers, the Army Audit Agency, personnel from 
Atlas and from PU’ SOM. Mr. Pruhs, who was the executive officer 
for the Corps of Engineers, stated—these are a type of minutes, I 
guess, of the meetings: 

Mr. Pruhs was called upon to make comments. He said that property and sup- 
ply records have been blasted from two sources. From the OCE and the other, 
Mr. Bishop. All the points brought up were those thati have been discussed for 
a longtime. A letter will be sent setting forth each item to be corrected. Also a 
meeting to be held to go over matters with Mr. Smith, the supply officer. The 
situation is most embarrassing. On a visit to Nouasseur, Mr. Pruhs observed a 
broken wheelbarrow in the trash pile. In the plumbing shop he found a one-half 
inch electric drill with no identification bearing out its being Government prop- 
erty. There is a shipment of tools in now and none of them is marked. Instruc- 
tions have been issued that they be marked, Yet they are being issued to workers 
without identification. There is danger that in another 30 days there will be no 
more tools. 

Things got so bad that they just had no tools. Actually, while we 
were in conference with the general manager for Pusom, he told us 
that as late as about February 16 that just ; outside his window there 
were Arabs laying concrete blocks in which they were putting the 
mortar on with slabs of wood. They had no trowels. 

Mr. Rice. They were running out of tools? 

Mr. Batwan. Yes. 

Mr. Rice. Because of pilfering ? 

Mr. Bauwan. Yes. 

Mr. Brewer. I might state that while we saw that staging area, the 
possibilities of theft from it, we pointed it out to General Pick and 
suggested that 3,000 American airmen in that vicinity might very well 
serve as guards because they are not doing very much else. 
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Later we mentioned that to General Old, and he said he had offered 
the services of these airmen to Colonel Derby to serve as guards, but 
the Corps of Engineers apparently doesn’t want Air Force personnel 
working for them. 

Mr. Rice. To protect the tools and equipment that the Air Force was 
ultimately paying for. 

Mr. Brewer. Well, to protect the property which the Air Force is 
paying for, of course. It is Air Force appropriations. 

Mr. Batwan. It is all Government money. It is as much the Corps 
of Engineers’ property as Air Force. 

Mr. Rice. Do you have any observations to make about the type 
of meals that sire being served over there, the cost of the meals, what 
the men pay for them and what they get? 

Mr. Bativan. We observed the meals served to the contractors ” per- 
sonnel, and they were, I thought, extremely good. They had as many 
as two meat courses, and a lot of vegetables, ‘and it was well prepared. 

Mr. Rice. What do they range? The construction employees pay 
what? $1.50 a day for meals? 

Mr. Bauwan. $1.50 a day is deducted from their salary for their 
food; yes. 

Mr. Rice. And they get about how much worth to eat? 

Mr. Bautwan. In a conference it was brought out that the cost of 
feeding is almost—let me read this paragraph in which the actual 
prices are stated (reading) : 

In reply to a question as to what it cost to feed men, it was stated that the cost 
was $3.73 per man at Nouasseur, $3.33 at Sidi Slimane, and $3.95 at Ksiri. 
Colonel Derby wondered why we no longer procured food locally. He also was 
interested in knowing what it cost to feed soldiers. 

In an effort to get a comparative figure there, I don’t know what it 
actually costs to feed soldiers, but I think the allowance is slightly 
over a dollar, $1.10 or $1.20. 

Mr. Rice. So that the situation is this: There was deducted from 
the pay $1.50 a day to feed the workers, of whom there were over 
5,000. The actual cost of the meals was somewhere over $3 a day. 
The cushion or the overage was made up by the Government as opposed 
to about $1.10 to feed a soldier. 

You ate some of the meals. We have a letter here from a prominent 
newspaperman who went over there and visited the mess halls. He 
said something of interest here. He said for 35 cents he got a salad, 
bread, butter, liver stew, hamburger, string beans, potatoes, ham, 
cheese, pudding, coffee, and tea. That for 35 cents. 

Do you think that is stretching it a bit, or do you think that is 
possible ? 

Mr. Batwan. Those weren’t the prices they charged us. We paid 
about « dollar for lunch; I think slightly mure than that for dinner. 

Mr. Brewer. I think there had been a recent revision in prices. 

Mr. Rice. This man was there in September. 

Mr. Brewer. It was probably true in September. 

Mr. Rice. Were you able to ascertain whether there was any differ- 
ence between the food served to the airmen and that served the 
construction employees ? 

Mr. Brewer. We had lunch at Sidi Slimane one day in the airmen’s 
mess, and it was a good meal. We had lunch and dinner several times 
in the constructors’ mess halls, and the meals were excellent. 
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Mr. Rice. They were doing that for about $1.10 for the airmen and 
over $3 for the others. 

Mr. Brewer. That is correct. 

Senator Jounson. Did you find a serious morale problem among 
the airmen that was reported to you? 

Mr. Batwan. We didn’t interview many airmen; no. 

Senator Jonson. Did those interviewed say anything about the 
low morale? The reason I am asking is that last year this committee 
received some 19,000 letters from servicemen all over the country, and 
Senator Holland of Florida sent us a letter, written the latter part of 
last year, from an Air Force man. I want to put in the record, part 
of it. I don’t want to give his name, because I don’t want him to 
have any trouble, but he says [reading] : 

There is absolutely no reason nor sense nor consideration in cutting us off 
from home leave. The Air Force could easily set up one flight weekly from 
Westover Field to return men to this area, or any other, from leave. They spend 
plenty of money in less important things: 

We know there is a supposed shortage of p!anes. But the Air Force is having 
to use planes to transport Atlas Construction personnel because these people 
created such trouble to the private airlines carrying them that the contracts were 
canceled. And yet here we sit. 

This is not the worst thing about it. Because of these incidents and what 
we see happening at home, many of us are honestly beginning to worry about the 
future of the United States. You would or should be alarmed at the growing 
attitude of indifference, apathy, and suspicion regarding Government policies 
and actions. In spite of what may be published regarding the high morale in 
this area, you need to sit in the officers’ club, such as it is, or listen in on airmen 
conversing to find out for yourself how bad morale is. A modicum of considera- 
tion, thought, and planning on the part of ./\e powers that he would alleviate 
this a great deal. 

Naturally, none of us expect one, two, or three Members of Congress to do 
much by themselves. Neither are we foolish enough to look for an overnight 
change. But we do expect an honest expenditure of effort toward some remedy. 
We are entirely dependent upon our governmental representatives for help. We 
would like to see leave policy amended to allow men in such areas as these a 
decent length of time home without penalties. Naturally, we realize we are 
more fortunate than those being shot at in Korea. At the same time, we are not 
being shot at, and the situation does not prevent decent leave policy. Anything 
you can do to help me and the rest of us would be appreciated more than 
you know. Thanking you very much for your consideration, I remain— 


and it is signed by a captain in the United States Air Force. 

I think testimony this committee has heard for the last 2 days is 
just about as revolting to the committee as it apparently is to the of- 
ficers of the Air Force. While I realize that we have heard from con- 

ressional investigators and employees of the Air Force and employees 

ormerly with the contractors, there must be an explanation for some 
of these things. I think there have been enough complaints and enough 
substantiation of those complaints to justify the Air Force immediately 
asking the Chief of Engineers to close down this job until conditions 
can be cleaned up. 

A $450 million project is not something that you can Iaugh off. The 
committee, without any request from the Senators involved, is re- 
ceiving letters and other communications every day and witnesses have 
come here to tell us about conditions. When Air Force officers feel 
as they do and openly write the Members of the Senate, I can’t under- 
stand how the Air Force continues to permit a situation like that 
to exist. 
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I think it is something the Secretary of Defense ought to look into 
himself, and if he is unable to take some action to correct this situa- 
tion within a reasonable time, I think the committee will have to ask 
a number of officials to come up here and give some explanation. I 
am just speaking as one member of the committee. I am rather amazed 
that the Air Force hasn’t already been in here and made an official 
recommendation. 

If their major general on the job said to you people last fall that 
he thought the job ought to be closed down until it could be cleaned 
up and yet the condition still exists in February, I wonder why the 
Air Force which we are looking to to defend the country can’t defend 
itself. 

Mr. Brewer. One thing, Mr. Chairman, at the time in September and 
October Major General Old re: ally had no authority in that field. It 
was only in January that the Air Force made him the air installations 
officer for Morocco. He took an interest that was somewhat outside his 
responsibility. 

Senator Jonunson. The point I want to make is that you don’t 
have to have much authority. If I were a major general and saw 
conditions like this and saw millions being poured down the drain 
and just had to sit there and stomach it every day, I wouldn’t have 
to have authority. I would sit down and write a letter to my chief 
and say that this has to be stopped or I am going to blow the lid off. 

Mr. Brewer. General Old came back to W ashington to report these 
conditions, I think, in November. 

Senator Jonnson. It seems to be like one of those reports you 
talked about starting out in June and winding up in January. That 
is where that song “must have come from, from June to January. 
They started out establishing a procedure in June and they final- 
ly got it established in the following January, but meanwhile the 
money has gone down the drain and we can’t get it back. 

Mr. Brewer. I agree with you. 

Senator Srennis. Mr. Chairman, may I say just a word here? I 
was mighty sorry I didn’t get to hear all the testimony yesterday, 
but I am glad to have been here today. I have been very much im- 
pressed with Mr. Balwan and Mr. Brewer here, their very clear and 
forceful statement. It has been most helpful to me. I feel it has 
to you, too. I appreciate their fine spirit of cooperation in working 
through and through, as we say in farming circles, with this commit- 
tee. I think Representative Hardy’s attitude about it is certainly 
splendid, too. 

Senator Jonnson. I know Senator Stennis expresses our senti- 
ment. 

Senator Srennis. Your testimony here is concerning things you 
have seen and examined yourself and the record that you pursued 
yourself, and you can verify these things that you have given us under 
oath ? 

Mr. Batwan. That is right. 

Mr. Brewer. That is right. 

Senator Jonnson. Is there a representative of the Air Force in the 
room ¢ 

Mr. Rostnson. Yes. 

Senator Jonnson. Will you identify yourself? 
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Mr. Rostyson. I am George Robinson, and I am with the Legisla- 
tion and Liaison Division of the Air For ce, and so is Colonel Cantlin. 

Senator Jounson. Colonel Cantlin, to whom do you report? 

Colonel Cantu. Brig. Gen. Robert E. L. Eaton, Director of 
Legislation. 

Senator Jounson. I suggest you report to your immediate supe- 
rior that this committee is very interested in having the Chief 
of Staff, if it is necessary, take this record we have made here for 
the last 2 days and review it and determine whether or not he thinks 
he is justified in having the Air Force make some oflicial recommen- 
dation on closing down this job until it can be cleaned up. 

Colonel Canriin. That has been our intent, Senator. We have 
discussed it at some length with Mr. Jenkins, your assistant. I 
think we understand what the chairman desires and it will be taken 
care of. 

Senator Jonnson. Will you report back to the committee tomor- 
row the result of your meeting ? 

Colonel Cantiin. We w ill, sir. I understood from Mr. Jenkins that 
might be an informal report. 

Senator Jounson. I don’t care whether it is informal or formal. I 
know we would be derelict in our duty if we just sat on the situation 
here and didn’t take some action. This is not one of these June-to- 
January memos to ourselves. I think that, while any great delay 
might be detrimental, I know of nothing that can be more detrimental 
to the mor: ale of the men you have over there than to hear the testi- 
mony and read the testimony and see what we have heard, and I 
think laine i in authority ought to know about it. I think the Air 
Force ought to take some position in the matter, and if they are not 
going to “back up what their major general recommended last fall 
they ought to say so and say why, and then we can go on upstairs 
to the Secretary of Defense. But someone ought to take some prompt 
action to stop this money being poured down the drain and all of these 
wasteful conditions that everybody has testified to for a period of 
2 days. 

Do you have any more questions of the House investigators? 

Mr. Rice. I have no further questions. 

Senator Jounson. I want to express to you my deep appreciation 
for the time that you have spent, for the contribution you have made, 
and particularly for the attitude of you gentlemen and your whole 
committee. I think it is a spirit of cooperation that shows Congress 
at its best. I hope we can be as considerate and as big and as : fair 
and as thorough in our cooperation with you as you have been with 
us. I wish you would tell your chairman that and tell the people of 
your committee that. I am sure Senator Stennis’ sentiment ex- 
pressed here is shared by every member of this committee. 

Mr. Batwan. Thank you, Mr. Chairman. 

Mr. Brewer. Thank you, Mr. Chairman. 

Senator Jounson. The committee will take a recess to the call of the 
Chair. 

(Whereupon, at 5:07 p. m., the committee recessed subject to the 
call of the Chair.) 





i 
1 
< 
4 


altos 3. 


entire: 


2 sathaptapen aber secede ale neds alee iy ica OP PRUNE Hale Ae ae Oe a att REED tat tie oo 


la SA RRR oot 








si UR akin Co ib ID hl ahaa eae 


Ree ee Eee Cede ee ae eee 


DSR REL ANRITSU RELY 


ale he salt AR 


INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 


THURSDAY, MARCH 20, 1952 


Unirep Sratres SENATE, 
PREPAREDNESS SUBCOMMITTEE OF THE 
CoMMITTEE ON ARMED SERVICES, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10:30 a. m., in 
room 212, Senate Office Building, Washington, D. C., Senator Lyndon 
B. Johnson (Texas) presiding. 

Present: Senators Johnson (Texas), presiding, and Stennis. 

Also present : Downey Rice, special counsel, and George H. Martin, 
staff consultant. 

Col. Harry E. Reed, Chief, Army Audit Agency, and Col. Edward 
F. Cantlin, United States Air Force, Office of Director of Legislation 
and Liaison. 

Senator Jounson. Mr. Cassidy, do you solemnly swear that the 
testimony you are about to give to the Subcommittee on Preparedness 
of the Committee on Armed Services of the United States Senate will 
be the truth, the whole truth, and nothing but the truth, so help you 
God? 

Mr. Cassipy. I do. 


TESTIMONY OF WILLIAM J. CASSIDY, RESIDENT AUDITOR, ARMY 
AGENCY, NEW YORK REGIONAL OFFICE 


Senator Jounson. Go ahead, Mr. Rice. 

Mr. Rice. Your full name is what? 

Mr. Cassipy. William J. Cassidy. 

Mr. Rice. Where do you live, Mr. Cassidy ? 

Mr. Cassipy. Richmond Hill in New York. 

Mr. Rice. What is your job? 

Mr. Cassipy. Resident auditor for the Army Audit Agency in the 
New York regional office. 

Mr. Rice. How long have you been in that capacity of resident 
auditor ¢ 

Mr. Cassipy. Fifteen months. 

Mr. Rice. Is the Army Audit Agency a branch of the United States 
Army—are you employed by them or employed by the Atlas Con- 
structors ? 

Mr. Casstpy. No; I am employed by the United States Army. It is 
an agency of the United States Army. 

Mr. Rice. The audit agency is? 

Mr. Cassipy. Yes. 

Mr. Rice. And who is your superior ? 
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Mr. Casstpy. Col. Harry E. Reed. 

Mr. Rice. And to whom does Colonel Reed report ? 

Mr. Cassipy. Colonel Reed reports to the Chief of Finance. 

Mr. Rice. And the Chief of Finance reports to the Secretary of the 
Army? 

Mr. Cassipy. To the Secretary of the Army; Under Secretary. 

Mr. Rice. Is Colonel Reed here ? 

Mr. Cassipy. No; he is not, right now. 

Mr. Rice. He was here yesterday and I understand that he is on his 
way over here now. 

Mr. Cassipy. That is right. 

Mr. Rice. He will be here shortly. 

Now sir; how long have you been with the Army Audit Agency 
altogether ¢ 

Mr. Cassipy. I have been with the Army Audit Agency for approx- 
imately 15 months. 

Mr. Rice. Yes. Now, before that what did you do? 

Mr. Casstpy. Before that I was with the Quartermaster General 
as a management analyst and previous to that in the Corps of Engi- 
neers as chief district auditor. 

Mr. Rice. For a number of years? 

Mr. Cassipy. Yes, sir. I was there approximately 6 years. 

Mr. Rice. You have been on cost work for quite a few years ? 

Mr. Cassipy. With the Government for 6 years and commercial 
and construction cost approximately 15 years. 

Mr. Rice. I see. 

Now, there came a time when you were assigned to auditing work 
in connection with the French Morocco air-base project, is that right? 

Mr. Cassipy. Yes, sir. 

Mr. Rice. About when was that ? 

Mr. Cassipy. I was appointed resident auditor on April 16. 

Mr. Rice. Of 1951? 

Mr. Cassiwy. Of 1951. 

Mr. Rice. What does that mean; what does the term “resident 
auditor” mean, Mr. Cassidy ? 

Mr. Casstpy. Well, a resident auditor more or less directs and ad- 
vises the contracting officer and the contractor—interpret contracts 
as far as what is reimbursable and what is not reimbursable. 

Mr. Rice. Were you the head auditor for the Army as far as this 
overseas construction work was concerned ¢ 

Mr. Cassipy. Yes, sir; I was. 

Mr. Rice. At the job? 

Mr. Casstpy. That is right, sir. 

Mr. Rice. And your immediate superior at the time was Colonel 
Reed back in this country ? 

Mr. Cassipy. No. My immediate supervisor would be Colonel Smith 
in New York; the New York regional office. 

Mr. Rice. In any event, at the job site you had no superior in the 
auditing department ? 

Mr. Cassipy. No, sir. 

Mr. Rice. Now, then, we feel that you have considerable experience 
and information as the result of your time spent on the job inei- 
dentally, how long were you over there? 
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Mr. Casstpy. I was over there approximately 1 year—I would say 
about 1114 months. I arrived there on March 6 and left there on 
February 22. 

Mr. Rice. And you made your headquarters where ? 

Mr. Cassipy. In Casablanca. 

Mr. Rice. But you traveled about to the various jobs? 

Mr. Cassipy. Assignments. 

Mr. Rice. And you are now assigned in this country ¢ 

Mr. Cassipy. That is right, sir. 

Mr. Rice. And what is your assignment now ? 

Mr. Cassipy. I am now resident auditor of the Atlas New York 
residency. 

On this side, the State side, we have residencies also to coordinate 
what goes on in Casablanca. 

Mr. Rice. Might we let the record show that at this point Senator 
Stennis came into the room. 

Now, Mr. Cassidy, I was about to say that you have been over on 
that job for quite a period of time and you have made a close study 
of it. We would appreciate your frank statement about your findings 
there, and if you have anything you want to state, do not hesitate to 
volunteer along that line. 

Now, for instance, I wonder if you would give us any information 
about the method used at the job of procuring materials insofar as 
competitive bidding was concerned, w ether the bids were waived or 
just what the policy was found to be along that line ? 

Mr. Casstpy. From the inception of the job up to and including 
August 2 all bids had been waived. 

Mr. Rice. All bids were waived ? 

Mr. Cassipy. That is right. 

Mr. Rice. Until August 2. What do you mean by waiving, is 
that—— 

Mr. Casstpy. Well, the contractor received a directive from the 
deputy district engineer permitting him to waive bids, which meant, of 
course, that there were no bids secured. It would be a case of buying 
from whom you think is responsible. 

Mr. Rice. I see. 

Mr. Cassipy. It was all left up to the contractor. 

Mr. Rice. Isee. Now, then, the directive came from the deputy—— 

Mr. Cassipy. District engineer; deputy district engineer. 

Mr. Rice. And that would be Colonel 

Mr. Casstiny. Colonel Haseman. 

Senator Jounson. Is that a rather unusual directive, an unusual 
procedure ¢ 

Mr. Cassipy. I would say so; yes. In my experience even the Chief 
of the Corps of Engineers does not have that responsibility. 

In accordance with the Army regulations, the procurement regula- 
tions, there is a possibility of waiving bids if the emergency is consid- 
ered great enough. 

So I advised Colonel Haseman—— 

Senator Stennis. Pardon me, Mr. Chairman. Do you mean the 
immediate emergency of the occasion? You are not talking about 
the general emergency declared by the President? 

Mr. Cassipy. No. 


Senator Stennis. The immediate emergency ? 
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Mr. Cassiwy. That is right, sir. 

Senator Srennis. Thank you; all right. 

Senator Jounson. You have been with the Army for 6 years? 

Mr. Cassipy. That is right, sir. 

Senator Jounson. Have you in your previous experience seen 
similar directives authorizing a complete waiving of bids over a sub- 
stantial period of time? 

Mr. Cassipy. I have not. 

Senator Jounson. Is this the first such directive you have ever 
seen ? 

Mr. Cassipy. This is the first such directive I have seen. 

Senator Jounson. Well, was it not shocking to you when you read 
it ? 

Mr. Cassipy. It definitely was, and I went to Colonel Haseman, the 
deputy district engineer, and advised him at the time that he did not 
ae the authority to waive bids. 

I also instructed the contractors at that time that they should seek 
bids, but the contracting officer or deputy contracting officer is not the 
last word as far as reimbursement was concerned, but that it was up to 
the Army Audit Agency to judge whether or not the contractor should 
be reimbursed. 

As the result—of course, during that time we were working on what 
we call a letter of intent. 

Senator Jounson. During what time! Let us get that clear. 

Mr. Cassiwy. From February to August 1 we were working on a 
letter of intent. We did not have a contract. 

Senator Jonnson. All right. Now, let me ask you this: How much 
expenditure was there during that period ¢ 

Mr. Casswwy. During that period? 

Senator JoHnson. February to August. 

Mr. Cassipy. Are you asking me on both sides, State and overseas? 

Senator Jonnson. Well, whatever the directive covered. 

Mr. Cassipy. Well, that was on overseas purchases. I would say 
approximately $7 million or $8 million of local purchases through 
Casablanca and European countries. 

Senator Jounson. So for a period of 6 months, notwithstanding 
your instructions, the contractor and the Government officials pro- 
ceeded to purchase—how much? 

Mr. Cassipy. I would say between $7 million or $8 million. 

Senator Jounson. Between $7 million and $8 million worth of ma- 
terials without any bids whatever. 

Mr. Cassipy. Yes, sir. 

Senator Jounson. In direct violation of Army regulations as you 
interpret them ¢ 

Mr. Cassipy. Yes, sir. 

Senator Jonson. And you so informed them ? 

Mr. Cassipy. I did, sir. 

Senator Jonson. And what did they say? 

Mr. Cassipy. My instructions were a sbeokitely ignored. 

The contractor appealed to me. He said he was in a Position 
where—he said, “You are directing us to get bids,” he said, “and the 
Corps of Engineers has directed us to buy without bids.” He said, 
“We are left in the middle.” 
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I told them at that time we were making what we call provisional 
payments, which is not an audit—it is nothing more or less than loan- 
ing or advancing money to the contractor for further audit to the 
time when we see the contract, when we will make a definitive audit, 
and I said, “When we begin making these definitive audits I intend to 
take exception on any purchases that you have made where you cannot 
submit an abstract of bids.” 

Senator Jounson. Did you make known to your superiors the posi- 
tion you had taken in this matter and what happened ¢ 

Mr. Cassipy. I did, sir. 

Senator Jounson. And did Colonel Reed transmit that information 
upstairs or did it stop there; do you know ¢ 

Mr. Cassiwy. Colonel Reed did submit that information upstairs, as 
far as I know. 

Senator Jounson. To the Chief of Finance? 

Mr. Cassipy. It was to the Chief—not of Finance, but the Chief of 
the Corps of Engineers and the G4. 

Senator Jounson. And who is G4? 

Mr. Cassipy. Well, that is procurement, the head of procurement as 
far as Army purchases are concerned. 

Senator Jounson. Did it ever get up to the Secretar y level? 

Mr. Cassipy. I could not answer that, Senator. 

Senator Jounson. Who would be the Secretary in the Army han- 
dling that; would that be Mr. Alexander ? 

Mr. Casstvy. That is right. 

Senator Jounson. As far as you know Mr. Alexander was unaware 
of what had taken place é 

Mr. Cassipy. I believe at that time he was. By some conversation 
yesterday with Colonel Reed I believe that he was finally informed. 
There is a written report, an official report, sent through the proper 
channels right up to the top, after my findings. 

Senator Jonnson. Based on your report ¢ 

Mr. Casstwy. That is right, sir. 

Senator Jounson. And do you know when that report was sent? 

Mr. Casstoy. Yes; I believe that report was sent some time in 
August. 

Senator Jounson. Do you know whether that report ever reached 
Secretary Alexander or Secretary Pace ? 

Mr. Casstpy. I could not say. 

Senator Jonnson. You have never had any orders or directions 
from either of them pursuant to that report / 

Mr. Casstpy. No; I have not. 

Senator Srennis. That report would go through channels, Mr. 
Chairman—ask him about that—would it be milit: ary channels? 

Mr. Cassipy. I believe it would. 

Senator Jounson. To whom did you make your findings ? 

Mr. Cassipy. To Mr. J. L. Rubin of the New York regional office. 

Senator Jomnson. Is that report available / 

Mr. Rice. No, sir; we have not seen that. 

Senator Jounson. All right. What did Mr. Rubin do? 

Mr. Cassy. Mr. Rubin then immediately prepared a report for 
Colonel Pearson, who at that time was regional auditor in the New 
York regional office. 
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In turn that report was submitted to Colonel Reed and from Colonel 
Reed to higher channels. 

Senator Jounson. And Colonel Reed is what? 

Mr. Cassipy. Chief of Army Audit in Washington. 

Senator Jounson. Chief of Army Audit in Washington. And 
Colonel Reed submitted it to the Chief of Finance ? 

Mr. Cassipy. That is right. 

Senator Jonnson. And you understand that the Chief of Finance 
submitted it to the chief of the Corps of Engineers? 

Mr. Cassivy. That is right. I believe it also went to General Mc- 
Lain, the Comptroller of the Army. 

Senator Jounson. And that report in effect said that millions of 
dollars of the taxpayers’ money were being expended without making 
bids and in direct violation of Army regulations 

Mr. Cassivy. That is right, sir. 

Senator Jonnson. Are you employed by the Army Audit Agency 
today? 

Mr. Cassiwy. Yes, sir. 

Senator Jounson. Are you familiar with what is taking place in 
the New York office and overseas on this construction work as of now ¢ 

Mr. Casstpy. Up to February 22, when I left Casablanca. 

Since my assignment as resident auditor of the New York residency 
of Atlas I have not had too much time to go into the details of what 
is actually happening at the New York Atlas office. 

As an auditor I do not assume. I prefer first to get the facts, and 
what I am doing now is making a study of what has gone on in the 
past and at a later date I will submit a report. 

Senator Jonnson. Since this committee held hearings, in New 
York during January, and in Washington in February and March, 
do you know of any drastic or material moves that have been made 
to clean up this mess? 

Mr. Cassipy. I understand that the Corps of Engineers had sent 
a staff there to check on procedures and evaluations and classifications 
of the employees now at the Atlas office at 42 Broadway. 

Senator Jonnson. Are you familiar with the testimony given to 
this committee by General Pick? 

Mr. Cassivy. I am not. 

Senator Jonnson. Are you familiar with the letter released to the 
press by the contractors the day before yesterday, the general tenor 
of which was that this was a very excellent operation ? 

Mr. Cassipy. I read that letter. I do not agree with them. 

Senator Jounson. I beg your pardon? 

Mr. Cassivy. I do not agree with them. 

Senator Jounson. To your knowledge have they taken any steps 
since this committee started these investigations or these hearings to 
clean up the conditions referred to in the testimony of the last few 
days? ; 

Mr. Casstpy. Yes. I will admit that. As a matter of fact, when 
I left there, there had been numerous changes made in personnel, and 
I would say topside personnel, and I have interviewed some of this 
personnel and they have sent over their executives from the company 
to Casablanca to make a study of the conditions and make corrections. 

Administratively, I will say this, that some of the changes they 
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have made are for the better, but there still can be changes made to 
have that job operate in the proper manner. 

From the inspection of the job—well, I have heard some people 
say that they put their second-string men there, and I am also includ- 
ing the office of the engineer-architect, which is Porter-Urquhart, 
and the Corps of Engineers neither had their first teams in there; in 
my opinion, they were fourth teams. 

‘When you have five business managers for a joint venture such as 
Atlas Constructors, where there are supposed to be five companies— 
efficient companies or that is what I was told—it seemed to me that 
they could have picked better men to begin on this project. 

Over a period of 7 months we had four different business managers. 

Now, the business manager is a responsible position. He more or 
less has jurisdiction over the procedures and controls. There was not 
one business manager that Atlas had while I was there that had the 
knowledge or the experience to direct procedures and controls. 

We had no procedures. The final procedure was written in De- 
cember. From April until that time—in the minutes of the meetings 
and conferences that were held, when they are presented to this com- 
mittee, you will find that the Army Audit insisted that procedures be 
prepared. 

The Corps of Engineers had written a manual. That manual was 
not distributed to the contractors’ personnel. I do not believe the 
business manager or the comptroller at that time had read the Corps 
of Engineers’ manual which is the Bible as far as we are concerned 
as to controls, audit, and responsibility. The Corps of Engineers’ 
manual and the contract itself are the two factors under which you 
operate. 

Senator Jounson. Well, they did not throw the Corps of Engi- 
neers’ Manual into the wastebasket ; they just merely did not have ‘it. 
Was that the case? 

Mr. Casstpy. Well, as a matter of fact, Mr. Chairman, when I 
arrived on that project on March 6 I was the only man that had a 
Corps of Engineers’ manual. Neither the contractor nor the Corps 
of Engineers themselves had their own manual. 

I immediately suggested that until such time as we could get printed 
copies over that we make up either hectograph copies or mimeo- 
graphed copies so these people would know what they were supposed 
to do. 

Senator Stennis. Pardon me. That was on this project ? 

Mr. Casstny. That is right, sir. 

Senator Stennis. And they did not have a Corps of Engineers’ 
Manual? 

Mr. Cassipy. No. 

Senator Jonnson. Contractors did not have the rules they were 
supposed to follow and the engineers did not have them either? 

Mr. Cassipy. That is right. 

Senator Jonnson. It was not a question of knowing them and 
having them before them, it was just a question of not even having 
them. Is that correct? 

Mr. Cassipy. That is right, sir. 

I am sort of jumping around here, but I do want to give you a 
picture of what went on at that job. I mean, they just simply snow- 
balled into inefficiency. 
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The Corps of Engineers did not have the proper personnel or the 
personnel that could really direct a project of that size. The con- 
tractors were in about the same position. 

After interviewing and talking with some of the personnel of the 
Corps of Engineers and the contractors, I felt that in my opinion 
neither of them were competent enough to direct a project of that 
type. 

I never received too much cooperation from the Corps of Engineers 
until the arrival of Colonel Derby. Colonel Derby did not arrive 
until late in June 1951. 

Senator Jounson. Who was in charge prior to that ? 

Mr. Cassipy. Colonel Haseman, the deputy district engineer. With 
Colonel Haseman we had Mr. O’Conor, who is chief of supply for the 
Corps of Engineers, and we had a Mr. Batchelder, who was property 
officer, and neither one of them was heavy enough for the job and as 
a result the contractor operated as he saw fit. There was nobody 
directing him, telling him, “Stop doing this,” or “Stop doing that, 
which is wrong, and do what is right.” | 

The vouchers came to the Army Audit in the administration of it 
and because I felt at that time that that would be the only way that 
the contractor would be reimbursed, I did not intend to sign those 
vouchers. 

In June on the arrival of Colonel Derby and Mr. Pruhs, of the 
Corps of Engineers, I told them at that time that, “This job was in 
such a mess that if I had my way I would shut it down now and start 
it all over again.” 

Senator Jounson. When was that? When did you recommend 
that ? 

Mr. Cassipy. There, in June. 

Senator Jounson. You said that you would shut it down and start it 
all over again? 

Mr. Cassipy. Shut it down and start all over again. I said, “There 
isn’t an executive of Atlas Constructors here who actually knows what 
he is doing.” 

Senator Jounson. All right. That was in June. Did you ever 
repeat that warning or that recommendation ? 

Mr. Casstpy. Well, I was told at that time that the job was very 
important and that they had to build the field and 

Senator Jounson. Well, that was their explanation or their excuse. 
Did you ever point out from June until 

Mr. Casstpy. Several times; several times I mentioned that if I had 
my way I would clean out the whole administrative staff of Atlas and 
replace them with efficient personnel. 

Senator Jounson. You still feel that way about it? 

Mr. Casstpy. Well, they have replaced—I would say that the turn- 
over there now, as far as executives are concerned, is about 80 percent, 
the people that they have there. 

Senator Jounson. You cannot judge efliciency by turn-over, be- 
‘ause on all of these overseas-construction jobs they have had a heavy 
turn-over. But I want to know whether you have any information 
you could give to the committee to justify your taking the position 
which you took in June and to which you have consistently adhered 


since that time? In other words, do you think that the job should be 
shut down and cleaned up? 
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Mr. Cassipy. Well, I believe the job should be cleaned up to a fur- 
ther extent. 

I will say this, that the controller that they now have on the job 
knows what he is doing and he will follow directions. 

Senator Jounson. All right; but when did he get on this job— 
since this thing broke out ¢ 

Mr. Cassipy. No. He replaced the other controller, I believe in 
August 1951 and the mess that the other controller had left took him 
at least 8 months to clean up. The controller that is already on the 
job did take advice from the Army Audit and the Corps of Engineers 
and did go and work in accordance with regulations. 

Now, as to the construction end of it, 1 am not an engineer and I 
prefer not to give my opinions, what I thought of it. But from ob- 

servations I—of course, they say that Army Audit should not be in- 
terested in anything but the paper work and the procedures and we 
all agree with th: 1t—but when you go out on a project such as I have— 
well, I have traveled something like 30,000 miles around those projects. 
And as Army auditor | felt that when I went out to one of these 
projects that it was up to us to see that the men on the job were ac tually 
working because if they are not working and they are put on the pay- 
roll, it would mean that they were loating, they were simply signing 
that payroll and 

Senator Jounson. Have you heard the testimony of employees of 
the Congress of the United States who have visited the project within 
the last 30 days—testimony which indicates that there is still con- 
siderable lenfing going on? Did you hear the testimony / 

Mr. Cassipy. I did, and 1 agree with it. 

Now, when you say “still,” 1 would say up to January 15 at Nouas- 
seur project there was no direction. Why, the men would simply come 
on the job and pull their brass in the morning—— 

Senator STennis. Excuse me, what does that mean; check in? 

Mr. Cassipy. Well, it is nothing more or less than a time card, but 
we used the brass instead. They pulled the brass in the morning and 
some of them would go back to their shack and proceed to drink and 
others would simply hop a bus and go into Casablanca. 

Senator Jounson. Up to when, you say ? 

Mr. Cassipy. I would say January 15. 

Senator Stennis. This year ¢ 

Mr. Cassipy. Yes. 

Senator Jounson. So you can personally testify that up to Jan- 
uary 15 of this year the handling of this project would be classified as 
wasteful, and incompetent, and ineflicient 7 

Mr. Cassipy. Absolutely. As a matter of fact, all you have to do 
is get the reports of the internal-audit section of Atlas Construction. 

I suggested back in June that they set up an internal-audit section 
to more or less help us. We were doing the auditing and directing 
and everything else. After that they did set up this internal-audit 
section and, by the way, the next man they had there was an excellent 
man, and he did not pull down any punches. 

Mr. Rice. What is his name? 

Mr. Cassipy. Burgess Ralston. 

Senator Jounson. You have done auditing on construction jobs 
for 20 years, private and otherwise / 
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Mr. Cassipy. That is right. 

Senator Jounson. Running into hundreds of millions of dollars? 

Mr. Cassivy. That is right, sir. 

Senator Jounson. Have you ever seen any job that you were ever 
connected with, either in a private or public capacity, that was waste- 
ful or incompetent or inefficient to the degree of the one you are talking 
about now ¢ 

Mr. Cassipy. I have not. I don’t think I will ever see another one. 
I hope not. 

Senator Srennis. Have you finished your answer? 

Mr. Cassivy. Yes. 

Senator Srennis. What did General Pick testify? I did not have : 
chance to hear him. 

Senator Jounson. Well, the testimony of General Pick—well, I 
would summarize and say that there are two things that makes me 
somewhat intolerant about permitting conditions to continue as they 
are. No. 1, General Pick did not seem to be as concerned about the 

vaste and incompetency and inefficiency as the committee. ; 

No. 2, as late as March 14, the contractors prepared a statement and 
issued a press release with a lot of beautiful phrases and some nice legal 
wording which would leave the impression with any reasonable per- 
son in the country that this was a very fine operation. 

Now, if the Chief of Engineers, after hearing these facts and after 

eading this testimony and after evaluating these statements, and if 
the contractors, who were aware of all of it, still want to leave the 
impression that this job is going well, then I think it is high time 
that the committee steps in. 

In the light of the testimony I had hoped that the agency that was 
going to have to use these buckled and rotted runways and have to 
assign men who may go to their deaths on those runways, could face 
up to the facts and insist that corrections be made. 

Now, I am aware of the fact that they have written some reports 
and recommended that corrections be made. But if the Secretary of 
the Air Force has not been able to get the corrections made and the 
Secretary of the Army and the Chief of the Corps of Engineers are 
not going to make them, and if the contractors say as late as March 14 
that the job cost per square yard is less than the original estimate of 
the job cost and that they are doing one fine job, then I think that the 
committee has no other alternative except to do something itself. That 
is what the committee is going to do. On yesterday the chairman 
asked the Air Force to go into this thing and to make some recom- 
mendations, either to clean it up or clean it out. 

Now, I do not know whether the Air Force has a representative here 
or not. 

Colonel Cantirn. Yes, sir. 

Senator Jounson. Do you know of any further action that is coming 
out of the Air Force? 

Colonel Canriin. My best information to date is that Secretary 
Huggins had the benefit of your telephone call. This morning he has 
been ‘presented with the tr anscript of the testimony of yesterday’s hear- 
ing and the day-before-yesterday’s hearing. 

It is my further understanding that he will review that testimony 
and that he will furnish you with a letter indicating the high-level 
complaints made by the Air Force and the high-level responses. 
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I suppose, although I am not certain about this, that he will also 
indicate why those high-level responses gave the Air Force reason to 
feel confident that all the corrective action had been and was being 
taken. 

I cannot speak for the Secretary, of course, but as yet I do not believe 
he has analyzed that testimony, but, further, I feel that he has reason 
to feel a degree of confidence from the fact that the proper parties 
have been apprised of the situation, and to the extent that it is not in 
the Air Force, the corrective action which has been indicated to the 
Air Force gives him reason to believe that, everything considered, 
the job is now on its way to proper management. 

Senator Jonson. I would like to make this suggestion and ask you 
to carry it back to the Secretary: That he make a careful study of the 
letter written by the contractors who are working on this aunts : 
tion; that he consider the position they took on March 14 that it w 
a very good operation, and then in the light of the testimony of the 
Chief of Engineers decide whether he thinks he can rely on those 
people to carry through with the performance of this Government job. 

Now, I am aware of the fact that the Secretary of Air has been con- 
cerned about this, but I am not aware, or the committee is not aware, 
that the thing has been cleaned up as of now. 

Here is a man with 20 years of auditing experience in construction 
fields who is testifying for the Army Audit Agency and who says that 
as late as January 15 conditions were in bad shape over there. 

Now, then, the committee wants the Air Force or the Army to do 
something about it, and we are going to give them a reasonable time to 
do something about it. If they do not have the transe ript available 
you can take it to them. 

All of this is sworn testimony, and it is the testimony of people who 
either were associated with the Government or have broad experience 
in construction fields. 

I do not think we are going to permit continued procrastination and 
delay. Weare going to ‘demand some assurance that we are not going 
to get more of the same. 

We are going to insist, unless the committee overrules the chair- 
man, that these conditions be cleaned up or we are going to clean out. 
completely. 

Colonel Canturn. The Air Force is vitally interested, Senator. At 
the moment, of course, it appears that the Corps of Engineers, the 
designated constructing agency, certainly ought to be able to handle 
better than anyone else a project of this type. The Army Audit 
Agency is certainly not inexperienced. 

T think that the Air Force has had reason to re ‘ly on the capabilities 
of those agencies which were handling this job for the Air Force. 

Senator Jonnson. Do you think you have had much reason, from 
the testimony that you have heard, to rely on them? You have heard 
about it for more than a year, you have known what is happening, 
your own people reported what has happened, people from the Air 
Force came and told us what happened. If you still rely upon them, 
in the light of that testimony, there is one thing you can surely rely 
on, and that is a continuance of this mess. 

Colonel Cantuin. It is realized that reliance on the testimony to 


date has been perhaps misplaced. The full facts are not known to 
me. 
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I think the Under Secretary will be able at least to tell the commit- 
tee why he has felt justified in having that reliance up to date, and 
whether or not he feels that the latest developments indicate that that 
reliance can no longer be had 

. Senator Jounson. We all realize the procedure. The Air Force had 
the appropriation made to it and the work is being done by tlhe engi- 
neers. But, we have read letters to the United States Senate from 
Air Force personnel saying that morale was at an extremely low ebb 
and the men were concerned about flying from these runways—con- 
cerned about flying modern jet planes off of runways that have buckled 
and rotted under the hot African sun, I think that something should be 
done about it because we have received letters late in February point- 
ing up these conditions. In short, there comes a time when a decision 
must be made. I think that time is here for the Air Force and I hope 
that the committee will have a decision from them 

Colonel Cantiry. Iam sure that the Air Force is vitally interested 
from two aspects; first, a proper sense of responsibility for the funds 
we have asked Congress for, and we have naturally a great interest 
in getting the right kind of fields to operate from. 

Senator Jounson. But the fact is that as late as February your 
boys are still writing in and complaining about outrages that have 
been committed and citing the waste that is taking place and the 
effect on their morale. Yet nothing is done about it. 

Colonel Cantriry. Pardon me, Senator, the high lighting that your 
committee has been able to do in this thing will be of extreme use to us 
in evaluating this. 

Senator Jounson. Well, you just tell the Secretary that we are 
going to do something else besides high lighting if prompt action is 
not taken. 

Colonel Cantitin. I understand. 

Senator Jounson. Proceed, Mr. Rice. 

Mr. Rice. Getting back to this set-up about which we were talking, 
the practice of waiving the bid, eliminating the competitive aspect in 
the procuring of materials, have you been able to arrive at any con- 
clusion as to the amount of money or the percentage of cost increase 
that has resulted from that waiving of bids; in other words, has it cost 
more money, and if so, how much? You have mentioned $7 or $8 
million in procurements there. Would you be able to say what the 
percentage of increase in the cost is due to that? 

Mr. Cassipy. Well, let us put it this way: As far as giving you 
an actual amount of waste, that would be impossible at this time. 
That would require a general investigation and a general audit of 
what has transpired. 

But, as an example of what has happened, on the purchase of cable, 
I can give you that. 

Mr. Rice. All right, give us an example on cable. 

Mr. Casstpy. The vendor was Levi Sousson. 

Mr. Rice. He is over at Casablanca ? 

Mr. Cassipy. He is over at Casablanca. He controls about two or 
three other companies. 

Well, this firm corraled all of the necessary cable and the type of 
cable that was to be used on this project. 

As the result, when Atlas sought to purchase cable, Levi Sousson 
was the only man that could supply it. 
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Mr. Rice. He had a monopoly. 

Mr. Cassipy. He had a monopoly; that is correct. 

Mr. Rice. Did it appear from the information that he had been 
tipped off, had there been a leak, or how did he know ahead of time? 

Mr. Cassipy. Well, there must have been a leak because it just was 
not a case of Levi Sousson getting cable—Levi Sousson was an elec- 
trical contractor, electrical equipment. 

Mr. Rice. What happened in the cable deal as concerns Levi Sous- 
son’ What sort of price did he submit when it became necessary to 
buy from him? 

Mr. Cassipy. Well, in the beginning, his price, I would say, was be- 
tween 25 and 50 percent higher than the actual value. 

Mr. Rice. Higher than the established price by 25 or 50 percent ? 

Mr. Casstpy. That is right, the established price, by other vendors 
if they had had the cable to sell. 

Mr. Rice. Yes. 

Mr. Casstpy. Now, as they needed more cables, he increased the 
price, and as the result, and this is stated, in fact, by an investigator 
for the Corps of Engineers, a Mr. Vardas, who is an electrical engineer 
that was employed by the Corps of Engineers to investigate this case, 
on my suggestion—Mr. Vardas was sent to interview various vendors 
to find out whether or not they had this cable on hand at that time or, if 
they had, what their price would have been. 

The final result of that investigation—and, by the way, there is a 
report on that—was that he had overcharged Atlas Constructors by 
two or three times the cost. 

Mr. Rice. Two to three hundred percent, then ? 

Mr. Cassipy. Yes, sir; and that is in writing, by Mr. Vardas. 

Mr. Rice. That report is with the Corps of Engineers / 

Mr. Cassipy. Yes, sir; and I believe that report is also with the in- 
vestigators that were here yesterday. 

Mr. Rice. Yes, but I referred that matter to you because I thought 
you would know. You are talking about Joseph Bartells, are you not 

Mr. Cassipy. Yes. Bartells was the purchasing agent at that time. 

Mr. Rice. He was with Atlas? 

Mr. Casstpy. That is correct. 

Mr. Rice. He was on the inside, he was a party involved ? 

Mr. Casstpy. Yes. 

Now, whether or not Bartells tipped them off, that is hard to say, but 
I believe in a case such as that, these tip-offs would come from the 
engineering department rather than from the purchasing department, 
where they take off the bill of materials. 

Mr. Rice. For the record, Mr. Chairman, Joseph Bartells has been 
indicted by the consulate over there, and he is presently out on bond 
awaiting trial. 

I understand within the last few days that Bartells still was on the 
payroll over there, he has not even been removed. 

Senator Srennis. You mean on the Atlas payroll ? 

Mr. Rice. Yes. 

Senator Stennis. Let me ask a question. Did the Atlas people pro- 
test these enormous prices while it was going on? Is there any record 
of their protesting at any time? 

Mr. Cassitpy. There was a protest there in the beginning and 
was brought to the attention of the Corps of Engineers, and it was 
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stated then at that time that the cable was needed and no matter what 
price we had to pay, to purchase the cable from this Levi Sousson. 

I refused to even pay those vouchers on a provisional basis until 
such time that I was convinced that higher authorities would permit 
me to sign them and the argument was always given to me that this 
cable was available only from one source and that it was necessary 
to purchase it from that source to go on with the work. 

Well, I found out that it was not only cable that was purchased from 
Levi Sousson but they had purchased, I would say, between $100,000 
and $150,000 of other items that could have been purchased from other 
vendors at that time, such as—well, we will just take a small example, 
of fluorescent bulbs, where we paid, I would say, 75 percent or 100 
ase more than we would have paid to the other vendors who still 
nad those lamps on hand up to the time I left. 

Mr. Rice. He was acting as a broker in that situation ? 

Mr. Cassipy. Levi Sousson ¢ 

Mr. Rice. Yes. 

Mr. Cassipy. Oh, no; he was not operating as a broker. He was an 
electrical contractor. 

Mr. Rice. Yes; but he was monopolizing the market? 

Mr. Cassipy. Oh, I think that is true; yes. You do not designate 
that as a broker, though. It is a case of being smart, as they call it, 
but I understand he had done the same thing during the last war to 
the American forces, Levi Sousson had done things of the same char- 
acter then. 

Mr. Rice. In connection with the cable bought from Levi Sousson, 
what amount was involved, approximately, in money ? 

Mr. Cassipy. Oh, I would say it was at least several hundred thou- 
sand dollars. 

Mr. Rice. And would you say that there was an increase of two to 
three hundred percent over what it should have been? 

Mr. Cassipy. Well, now, wait a minute, let me see. 

On cable, I would say it was at least $400,000 worth that I had 
examined. Now, there may have been more that was not sent through 
to me for reimbursement, but up to that time it was about $400,000. 

Mr. Rice. That you felt was an increase of about two to three hun- 
dred percent more than should have been paid ¢ 

Mr. Cassipy. Not as a whole. In the beginning I would say the 
charge was 40 to 50 percent over, but as the demand increased he in- 
creased his price. 

Mr. Rice. He was charging all that the market could bear, in other 
words? 

Mr. Cassipy. That is right. 

Mr. Rice. Now, do you have other examples of unusual purchases, 
such as eggs? 

Mr. Cassipy. Well, yes. 

A man by the name of Machetti and a man by the name of Kahill— 
Kahill was not on the payroll of Atlas Constructors, but Kahill and 
Machetti, who was on the payroll of Atlas Constructors as camp in- 
spector, superintendent of camps—Kahill seemed to be the broker. 

He would advise Machetti where to buy not only eggs but vegetables, 
meat, or anything else necessary to run the mess halls. 

This Kahill was receiving a commission from these vendors, and 
that is a matter of record. Kahill admitted to me that on bottled 
water alone, a purchase of $27,000, he had received 10 percent. 
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Senator Jounson. Why was he paid a commission ?. 

Mr. Cassipy. He was paid the commission by the vendor for pre- 
senting Atlastothem. He was sort of a middleman. 

Senator Jounson. He was kind of a percenter. 

Mr. Cassipy. Well, he was a percenter. 

Senator Jonnson. He would be paid by the man who wanted to sell 
the stuff to Atlas, for fixing the purch: ase ? 

Mr. Cassipy. Yes, sir. And not only that, this Kahill admitted 
to me—that was in the testimony, I believe—that at one time on a 
certain purchase he had told Mr. Hillman that the vendor had not 
paid him his usual 10-percent commission. 

Mr. Hillman—by the way, he was chief of supply for Atlas Con- 
structors—Mr. Hillman advised him to tell the vendor to increase 
the price 10 percent so he could get his money. 

Now, that was admitted to me by Mr. Kahill himself. Not only 
that, but on purchases of meat and vegetables and eggs—why, the 
eggs, well, the maggots were running out of them, the meat was 
rotten, and the vegetables, they buried thousands of dollars’ worth 
of vegetables. 

Mr. Rice. What w as being paid for the eggs, do you know? 

Mr. Cassipy. Well, for instance, as well as I can recall now we 
were paying 50 francs for eggs while I myself could go out and buy 
a dozen eggs at 12 francs. 

Mr. Rice. You mean in the open market ? 

Mr. Cassipy. That is right; in the open market; yes. 

Mr. Rice. Atlas was buying something in the neighborhood of 
10,000 eggs at this increased price? 

Mr. Cassipy. At least. 

Mr. Rice. What did Machetti have to do with this? 

Mr. Cassipy. Well, Machetti and Kahill worked hand in hand. 

Mr. Rice. And Machetti was an employee of Atlas ¢ 

Mr. Cassipy. That is right ; superintendent of camps. 

Mr. Rice. He was instrumental in seeing that this 10 percent over- 
ride was placed on products ¢ 

Mr. Cassiny. That is right. 

Mr. Rice. He was cooperating or participating in that conspiracy. 

Now, is not Machetti the same man that was mentioned here yester- 
day as being presently employed by the Navy? 

Mr. Cassiny. Not by the Navy. He is employed by Steers Grove. 

Mr. Rice. At a salary of some $15,000? 

Mr. Cassivy. I do not know the salary, but he is employed there. 

Mr. Rice. Did you hear that testimony 

Mr. Cassiwy. I heard that testimony ; yes. 

Mr. Rice. All right, sir. Tell us your findings in relation to Ger- 
main Milane. 

Mr. Cassipy. Germain Milane was another middleman. He was no 
contractor, as we would call a contractor in the United States, but he 
did do one-quarter of a million dollars worth of business with Atlas. 

Senator Jonnson. For what period of time? 

Mr. Casstpy. From February up until October 1951. 

Germain Milane bid on floor panels and tent frames. 

When his voucher came over to me for payment as a subcontractor, 
I refused to pay it because after examination of the prices I found out 
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that they had had bids at that time from other vendors, and I found 
that out through one of the vendors coming to me and telling me about 
Germain Milane getting the bid, and he wanted to know why. 

So, I got hold of Mr. Pruhs of the Corps of Engineers—and by the 
way, I would like to put this in the record, that I did get 100 percent 
cooperation from Mr. Pruhs, the executive officer, after his arrival at 
Casablanca. 

We then went to the contractor and requested that he submit the bids 
from these other vendors for floor panels. 

Floor panels were running, the bids—well, let me see, one vendor 
bid 9,000 franes, and he bid 12,000 and 

Senator Jonnson. For what quantity? 

Mr. Cassipy. Well, as ordered, let us say 100 or 200 or 300. 

It seems that this fellow Bartells split up the whole revenue of the 
contract; that is, he split some to one vendor, say, for 9,000 francs— 
the funny part of it was that the fellow that made the tent frames at 
the lowest bid for 9,000 frances was one of the best contractors there and 
he got the least amount of the work, and the other fellow, who bid the 
12,000—I may be a little off, but it is approximately that, but anyway 
he got, let us say, 300 panels to do. 

But Germain Milane, the highest bidder, which was 14,600, I believe, 
he got the biggest part of the deal. 

Senator Jonnson. And the low bidder got the smallest part ? 

Mr. Cassipy. He got penalized. 

Senator Jounson. The one that was the 25 percenter got a modest 
amount, but the 50 percenter 

Mr. Cassipy. He got it all. 

Senator JoHnson. It looks like that was Germain Milane. 

Mr. Cassipy. Yes, sir. 

Senator Jonnson. Well, it certainly looks as though he could teach 
our 5 percenters something, because this indicates that he had about a 
40-percent mark-up over the lowest bidder. 

Mr. Rice. Did you talk to Colonel Haseman about Germain Milane? 

Mr. Cassipy. I did. As a matter of fact, I gave him the history of 
Germain Milane. 

Germain Milane had been formerly with the French Government, at 
the time they were building the medina for the Arabs and he did get 
in trouble by collecting bribes from contractors to build this medina 
and he was removed from the French Government. 

I gave all this history, as I stated, to Colonel Haseman. I also in- 
formed the contractor and I requested both the Corps of Engineers— 
it was just a request, we cannot direct—that there be no business with 
Germain Milane, that every time we did do business with him it seemed 
like we were paying through the nose. 

Senator Jounson. In this particular purchase that you are talking 
about, where the low bidder was 9,000 and Germain Milane was 16,000 
or so, that is a mark-up of 50 percent ? 

Mr. Cassipy. That is correct. 

Mr. Rice. What did Colonel Haseman say about that? 

Mr. Cassipy. Well, both Colonel Haseman and Mr. Bartells at that 
time claimed—oh, first, Colonel Haseman said he had told Bartells 
about it. 

Mr. Rice. This is a direct conversation between you and Colonel 
Haseman ? 











INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 455 


Mr. Cassipy. Yes. Then I saw Bartells and I asked him why they 
were purchasing from this Germain Milane after their past experi- 
ences with him. 

He said, “Well, I have a directive from the Corps of Engineers to 
let this contract to Germain Milane. Now, you tell me what to do.” 

I said, “I cannot tell you what to do. It is not our prerogative to 
do that, but,” L said, “if you go through with that deal, 1 promise you 
this, that there will be no reimbursement as far as Army Audit is con- 
cerned,” I said. “I will fight this after the fact,” and that is what 
we did; we help up the reimbursement, not to Germain Milane but to 
Atlas Constructors. 

Mr. Rice. Did he say there was a directive? 

Mr. Cassipy. He said there was a directive. 

Mr. Rice. Who wrote a directive ? 

Mr. Cassipy. Signed by Colonel Haseman. 

Mr. Rice. So they went on ahead and did business with Germain 
Milane, despite that ? 

Mr. Cassipy. They did business with Germain Milane up until and 
I think including October 16. 

Mr. Ricr. Was there some information about Germain Milane also 
subcontracting for footings / 

Mr. Cassipy. That is right. 

Mr. Rice. What was done about that? 

Mr. Cassipy. Germain Milane got a contract for constructing foot- 
ings on one of the projects and something happened in the interim, 
so that the contract was suspended and Germain Milane turned around 
and sued Atlas Constructors for suspension of the contract. 

Mr. Rice. Was he the footing man or was he a broker on that one? 

Mr. Casstipy. Germain Milane was not a footing man. He was never 
a broker, as far as that is concerned, from my information. He was 
just a middleman. 

Mr. Rice. Well, now, how about Mr. Richardson; have you had 
any experience with him? 

Mr. Cassipy. Before you go on with Mr. Richardson, I would like to 
bring up Germain Milane further. 

Germain Milane was the man that bribed Mr. Bartells, who is serv- 
ing time in the United States for accepting a bribe. 

Mr. Rice. Over there on the job? 

Mr. Cassipy. That is right, at the job site. 

Mr. Rice. How did they happen to catch Bartells? 

Mr. Casstpy. Well, Colonel Maffre came to me and told me that 
his uncle, the owner of Meffre Co., was being annoyed by Mr. Bartells. 

Mr. Rice. Who is Colonel Meffre ¢ 

Mr. Cassipy. Colonel Meffre worked for his uncle. 

Mr. Rice. I mean, he was colonel of what ? 

Mr. Cassipy. Well, he was an ex-colonel in the French Army, 
retired. 

Mr. Rice. An ex-colonel of the French Army. 

Mr. Cassipy. That is right. 

Mr. Rice. What was he. doing there? 

Mr, Cassipy. He worked for his uncle, more or less as a solivitor 

Mr. Rice. This is an outside company, with no connection with 
Atlas or the Government ? 
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Mr. Cassipy. No, sir. 

Mr. Rice. Go ahead. 

Mr. Casstipy. He came to me and told me that Mr. Bartells had 
approached his uncle several times and told him that unless he paid 
him a commission that there would be no further business coming 
from Atlas. 

And he said they were rather annoyed about it and that if that 
was the way they had to do business with Atlas he would prefer 
not to do any business at all. 

By the way, this Meffre Co. is a reliable company and a pretty 
large company, and they did not have to do business that way. 

And so, I asked him what he had requested, and he said, “Well, 
he called me and wanted at least 100,000 francs.” 

And I said, “Did you tell that same story to the security depart- 
ment of the Corps of Engineers?” 

And he said, “Yes, I called Mr. Pruhs and made arrangements 
with Mr. Pruhs and Mr. Mayo” 

Mr. Rice. How much of a security department did they have? 

Mr. Cassipy. Well, they only had two men in the department. It 
was not actually a security department. They were doing other work, 
such as transcribing. 

Mr. Rice. And translating? 

Mr. Cassipy. Translating and other miscellaneous duties. So, 
actually,'we had no security department. 

Mr. Rice. Do you think it was adequate. 

Mr. Cassipy. It was not adequate. 

Mr. Rice. No question about that? 

Mr. Cassiwy. No question about it. 

Mr. Rice. Anyhow they went to Bartells? 

Mr. Cassipy. They went to work on—Colonel Meffre told the same 
story to Mr. Pruhs and Mr. Mayo, and they arranged with Colonel 
Meffre—they had 50,000 franes of marked money—and they arranged 
to meet Mr. Bartells in a restaurant in Casablanca where Mr. Bartells 
accepted this bribe. 

Then, the security department of the French police arrested Mr. 
Bartells. 

Now, this is the point I want to bring out. During the examination 
of Mr. Bartells another vendor signed an affidavit to the effect that 
Germain Milane had also paid bribes to Mr. Bartells. 

That part of the testimony was forgotten after the conviction of 
Mr. Bartells and I felt rather annoved because I felt that if they were 
to prosecute Americans for accepting bribes then I thought that we 
should have prosecuted a French middleman for offering these bribes, 
and I mentioned that to the consulate general at that time, and nothing 
was ever done about it. 

Mr. Rice. What was his name? 

Mr. Casstpy. Midonne. 

Mr. Rice. He was the only person there having responsibility 
respecting law enforcement, was he not? 

Mr. Casstpy. That is correct. 

Mr. Rice. All right. Now, will you tell us about your experience 
with Mr. Richardson, chief storekeeper ? 

Mr. Cassipy. Well, the driver that drove the car for the Army 
Audit came to me and told me that two of these boys that were being 
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fired by Mr. Richardson would like to talk to me, and I said, “Well, 
send them here.” 

They came to me and told me they had been working for Mr. 
Richardson, who was chief storekeeper for Atlas Constructors 5 or 
6 months and that he suddenly wanted to release them. 

They also told me that Mr. Richardson with several other employees 
of the Atlas would close the office during the morning and proceed 
to drink and that the French personnel were buying presents of wine 
or gin, and that these boys also would present Mr. Richardson with— 
well, from one bottle up to a case of gin. 

Now, they said, if you gave a case of gin you could have your 
classification changed. 

Mr. Rice. In other words, he would upgrade you for a case of gin 
so as to increase your salary ? 

Mr. Cassipy. That is right. And that Mr. Richardson had lost a 
wrist watch and he had told them that if the wrist watch was not 
replaced the next morning he would fire them all. 

So, about seven persons in the office that I speak of got together and 
this boy went out and he solicited money from the other boys and 
they purchased a wrist watch for Mr. Richardson. As the result, of 
course, they were not fired at that time. 

Then, 3 weeks later, he had what we called “surplused them.” 

Now, that is an interesting phase of what was going on there. When 
you surplus personnel that are working in Nouasseur, in accordance 
with the Moroccan law, you must give them a month’s salary when 
you release them. 

Mr. Rice. Moroccan law ? 

Mr. Cassipy. That is right, Moroccan law. 

Mr. Rice. For American employees ? 

Mr. Casstpy. No; these were French employees, working as Moroc- 
can subjects. 

Well, they would get a month’s salary and then they would proceed 
to Sidi Slamane the next morning or a few days later and they would 
go immediately on the Atlas payroll again, keep the 30 days’ pay and 
proceed to earn 28 days’ more pay. 

I brought that to the attention of Atlas. Things like that hap- 
pened due to mismanagement or noncentralization of control of 
personnel. 

Mr. Rice. Did these people have to pay to get the jobs? 

Mr. Cassipy. Now you are going back to the Arabs. 

Yes; the Arabs had to pay from 1,000 to 1,500 francs in order to 
get a job. 

Mr. Rice. To whom would they pay that? 

Mr. Cassipy. Some of the personnel of Atlas, and I do not mean 
officials ; personnel are not officials of Atlas. 

Mr. Rice. Yes; but was not that a case of what amounted to an 
employment agency over there that hired employees ? 

Mr. Cassipy. Well, there is a personnel department run by Atlas. 
There is also a Moroccan hiring hall and a French hiring hall. 

The Moroccans will send—and the Arabs, of course, were Moroc- 
cans—they were sent from the hiring hall to the employment office of 
Atlas. 

We had an affidavit from three of the Arabs that they had paid 
from 1,000 to 1,500 francs to get their jobs, and that the affidavit 
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was signed in the presence of Pruhs, Mr. Mayor, chief of the security 
department of the Corps of Engineers, myself, and an interpreter. 

That information was given to Atlas ata conference, and at that 
time they said that they would put a sign up in front of the hiring 
hall, that it was not necessary to pay to get a job, and also have the 
interpreter tell the personnel that they did not have to pay for the 
job. 

Mr. Rice. Now, did not Atlas also apply for reimbursement for 
vaying a fee to some agency in order to obtain workers ¢ 

Mr. Cassipy. No, sir. 

Mr. Rice. You do not know anything about that, you do not have 
that information. 

Of those Arabs who were employed, did it come to your attention 
that they let go as many as 1,000 in 1 day ? 

Mr. Cassipy. Yes. Major Sandborg was sent out to take over as 
aerial engineer at Nouasseur. He replaced Mr. Walker. 

Major *Sandbor g immediately realized that the number of Arabs 
that they had on that project was unnecessary. 

Mr. Rice. They were drawing about how mucl a day? 

Mr. Cassipy. No; they were drawing—the 1 ‘ate was very low—they 
were drawing, I would say, about $1.75 a day. 

So, he immediately dismissed 1,000 Arabs. 

Mr. Rice. He felt that they had just 1,000 too many there? 

Mr. Cassipy. Well, he felt that and he was right about it. 

Mr. Rice. How long had that thing been going on / 

Mr. Casstpy. From the inception of the job. 

Senator Jounson. In that number? 

Mr. Cassipy. Well, now, you cannot say that 1,000 Arabs were work- 
ing on a job for that time—it varied from, say, February up to and 
including November, late November 1951. 

Mr. Rice. From February to November 1951 they had 1,000 men 
on the job that did not need to be there ? 

Mr. Cassipy. Well, I cannot state that. I say at that time Major 
Sandborg felt that these Arabs were not needed. Now, whether or 
not they were needed before that, I cannot say, but if Major Sand- 
borg had not been sent out to Nouasseur, I would say this, that they 
would still be on the job because nobody took any action in Nouasseur 
until Major Sandborg was put there, and he cleaned that place up 
pretty fast. 

Senator Jounson. In other words, for a period of 200 or 250 days 
they were paying almost $2 a day for 1,000 men that Major Sandborg 
cut off of the construction job ? 

Mr. Cassipy. That is true. 

Mr. Rice. After cutting the people off, what became of Richardson ? 

Mr. Cassipy. Mr. Richardson and Mr. Ames were tried in the con- 
sular court and—let me see—at the hearing—they were given a hear- 
ing and it was found that the consulate did. not consider that they had 
enough testimony in order to convict either Mr. Richardson or Mr. 
Ames. 

Now, I would like to tell you what testimony they had. I corralled 
that testimony 

Mr. Rice. Just briefly, we do not want you to retry the case. 

Mr. Cassipy. No. But, we had the time sheets and we had the pay- 
rolls. The time sheets were signed by Mr. Richardson. We had the 
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payrolls and the pay receipts. Now, that testimony was submitted 
to the consulate. 

Mr. Rice. And that was insufficient; and what became of Rich- 
ardson ¢ 

Mr. Casstpy. Mr. Richardson is still in Casablanca. 

Mr. Rice. Still on the job? 

Mr. Cassipy. No, not on the job that I know of, unless they put him 
back on the job since I left there. 

Mr. Rice. I understand that he is still on the payroll. I could be 
wrong. 

All right, sir. Now, in connection with Colonel Haseman, Col. 
Leonard Haseman, tell us about his living quarters over there and 
some equipment that was put into his living quarters. 

Mr. Cassipy. Well, a voucher went across my desk for floor cover- 
ings for the home of Lieutenant Colonel Haseman. The invoice and 
the requisition read : 


This installation directed by Colonel Haseman. 


That floor covering cost $2,100. 

Mr. Rice. $2,100 for floor covering ? 

Mr. Cassipy. That is right, sir. 

Mr. Rice. In what sort of a house? 

Mr. Cassipy. In temporary housing. 

Mr. Rice. Prefab housing? 

Mr. Cassipy. Prefab housing. That is in the area of Nouasseur. 

I tried to check the specifications. I called the office of the engi- 
neers and I called the contractor and requested whether or not they 
could tell me that this floor covering was nec essary in this type of a 
house. I was told that they had nothing to do with it, that the floor 
covering was—that they were told to purchase this floor covering and 
lay it at the direction of Colonel Haseman. I wrote to Colonel— 

‘Mr. Rice. Where did the floor covering come from, do you know? 

Mr. Cassipy. From ? 

Mr. Rice. Yes. 

Mr. Cassipy. Local. 

Mr. Rice. Purchased locally ? 

Mr. Casstpy. Local purchase, that is right. 

I wrote Colonel Haseman requesting justification for using this type 
of floor covering in temporary housing. 

Colonel Haseman wrote me back stating that it had been installed 
on an experimental basis. 

Well, as I say, I had previously checked with the office of the engi- 
neers and the contractor, and I knew that was not the fact because the 
installation of this floor covering, if it was experimental, would have 
been directed by the office of engineers or it would have been in the 
specifications or it would have been directed by the contractor with the 
consent of the office of engineers. 

Well, after reading that so-called justification, I took exception and 
would not pay for the floor covering. 

Mr. Rice. All right. We have a picture, then, of $2,100 worth of 
floor covering put into Haseman’s house. Did anything else unusual 
oceur about his living quarters ¢ 

Senator Jounson. Excuse me; may I ask if you know anything 
about the incident that is related in this clipping that I have here 
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from the Idaho Daily Statesman of February 25, 1952. Here is what 
it says: 

“I figure they are spending three times more money than they should,” said 
the engineer, who asked for anonymity since his firm, the Atlas Constructors, 
still is engaged in construction of the bases for the Army engineers, who are 
doing. the job for the Air Force. 

The engineer last year set up the organization for certain types of construction 
on all the bases for the Atlas firm, the private contractor on the job. 

He said the waste could be placed almost exclusively on the Army engineers 
except that the French mission, through which construction is accomplished, 
does its best to throw a “monkey wrench” in all of the work. He said he 
believed the French mission was Communist-controlled. 

The engineer told this reporter fantastic tales of wasteful expenditures of 
money in Morocco. He said he could talk for a week on the subject. 


Then, I will skip part of the article: 


This reporter’s informant couldn’t even estimate how much money “had 
gone down the drain” in that senseless operation. But he had even a better 
story about the colonel’s lady who managed to get thrown out all the blueprints 
and plans for a housing project. 

“The engineers had plotted out a tract of land for housing,” said the informant. 
“Part of the prefab houses were to be used by the engineers, part by Atlas, 
and part by another firm. 

“The engineers live quite well in Casablanca without housing, although it 
must be admitted the rent is pretty high. And I might say here there are so 
many of them they fall over each other in their offices. 

“Anyway, the colonel in charge decided he wanted his house built first so he 
could move his family out of the hotel in which they were living. By this time 
the actual planning of the housing project had cost about $60 an inch on the 
paper used. 

“So we went ahead and built his house before any water had been brought 
in or power lines. To provide him with domestic water, we put up a 30,000 
gallon tank. The water had to be hauled by tank truck from 8 miles away and 
pumped into the tank. 

“He— 


and I assume that he is talking about the colonel— 


“He asked for and got a generator, Diesel-operated, that would provide enough 
light for the entire project. Then he figured he had to have a stand-by in case 
that generator went haywire, so another (each was worth $8,000) was installed. 

“After he had lived in the house somewhat over a month, the rest of the engi- 
neers began squawking and the colonel finally ordered the rest of the houses 
set up. 

“We moved out on the project and prepared to install foundations when the 
colonel’s wife came out and wanted to look over the master plan. 

“*Where’s our house in all this project?’ she asked. 

“It was pointed out to her and she wanted to know how close the nearest house 
would be to hers. When informed it would be about 100 feet away, she told the 
superintendent to ‘stop everything.’ 

“The upshot was that the planning, which already had cost $60 an inch, was 
thrown out and a new plot was laid out for the project to satisfy the colonel’s 
lady who didn’t want to live too close to the others who would be assigned to the 
housing unit. 

The engineer could go on and on with similar examples of waste and ineffi- 
ciency. He said red tape delays the obtaining of necessary construction materials 
for months and months. He said even when bids are let to vendors for mate- 
rials they manage somehow to “slow up the works.” 

He said there were many chances for graft and told of his own experience in 


that line. 

Then, he goes on. I will not read any more of it, however. — 

Do you have any information on this proposed housing project at 
all? 

Mr. Cassipy. Yes; I have. 
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Senator Jounson. Would you give the committee the benefit of any 
information you have either to disprove or confirm what is said in 
this article? Just give us your views on it. 

Mr. Cassipy. Mr. Teeters who replaced Mr. Boreman of Atlas Con- 
structors as general manager, called me on the telephone and said 
he had received a directive from Colonel Haseman to reimburse or 
pay for housing 85 percent of $685,000. That was the total purchase 
order cost of 150 homes to be erected at Nouasseur. 

Teeters told me at that time that there were no more than 35 houses 
delivered to the site and that he was not sure whether or not these 
houses could be put together after examination by some of the person- 
nel of Atlas. 

He asked me if he paid Carrerra Housing the 85 percent of $685,000, 
would Army Audit reimburse ¢ 

I said— 

The best thing to do would be to call a conference and find out whether 
or not proper inspection had been made, and so forth, on this housing. 

He called a conference and at that conference Colonel Haseman 
was there, Mr. Bishop of the Army Audit, and Mr. Teeters and Mr. 
Rusk, the chief engineer for Atlas Constructors. 

I asked Mr. Rusk whether or not there had been any inspection 
made of the housing 1 in the plant where these houses were being pre- 
pared and he told me “No.” 

I said— 

Do you know whether or not Carrerra Housing has completed the 150 houses 
or the BOQ's that were also in the contract? 

He said he could not guarantee that. I asked Mr. Teeters if he 
would repeat what he had told me of the conditions of the houses 
that were on the site and he repeated that he did not know at that 
time whether or not these houses could be erected and that he had 
understood that they had too many left sides and not enough right 
sides, et cetera. 

I asked whether or not the roof of the house was there. He told 
me “No,” that the roofs of the housing were sublet to another con- 
tractor. 

So I stated then to Mr. Teeters and Colonel Haseman that on that 
basis if the contractor did pay Carrerra Housing 85 percent of $685,- 
000, that Army Audit would not reimburse them. 

Senator Jounson. Now, was Colonel Haseman the colonel that is 
referred to in this article? 

Mr. Cassipy. That is right. 

Senator JoHnson. Do you know about the colonel’s lady, the 
colonel’s wife, having heard that somebody was going to live too 
close to her house and the plans were changed and—— 

Mr. Cassivy. I did hear that. Mr. Porel told me that same stor y. 
As a matter of fact, he told me that the plans were changed, the 
drainage plans were ¢ -hanged due to the fencing that was going around 
the home of Colonel Haseman. 

Senator Jonnson. Do you have any estimate of the waste of money 
that went down the drain as the result of the lady wishing not to be 
too close to anybody else ? 

Mr. Cassipy. That would be hard for me to figure, Mr. Chairman, 
because I was not at Nouasseur, although I had passed it many times 
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and saw the number of men working on that house, and I know that 
they did install that tank and did ‘install the generator and all for 
that home to operate. 

Senator Jounson. Do you know if all of the work was stopped when 
this lady 

Mr. Casstpy. Pardon me, Senator, I did not hear you. 

Senator Jounson. Do you know that the order was issued stopping 
everything when it was pointed ‘out that they were going to be 100 
feet away “from the sai? 

Mr. Cassipy. Yes: I heard that. Of course, that is hearsay and 
l accepted Mr. Porel’s story. 

Senator Jounson. Did he confirm that story ? 

Mr. Casstpy. He did confirm that story. 

Senator Jounson. Counsel, I think we ought to explore that fur- 
ther because when the taxpayers of this country find out that some 
officer’s wife who is with her husband on one of these emergency 
jobs—well, if she cannot live under such circumstances, either the 
wife ought to be kept at home or we should get some different officers. 

Mr. Rice. Mr. Chairman, this was pursued when this information 
reached us. They located the man that gave the original story, and 
then I talked with Mr. Severinghaus, who is the top man of Skid- 
more, Owings & Merrill of New Y ork, : about that. 

He said the facts were that there had been a number of lay-outs 
made of the housing project at Nouasseur; that Colonel Haseman’s 
house was the first one erected and it was true that this fancy equip- 
ment was put into it; that it was a fact that it stood around for a 
while and when the crew went on the job to erect further housing, 
they were proceeding on a plan where there would be 65-foot fronts 
to the houses, which is generally regarded as the FHA standard for 
proximity to the next house and inasmuch as this was more tem- 
porary or prefabricated housing, that should be adequate. 

But, when the. crew started to lay out additional houses, Mrs. 
Haseman appeared and complained about 65 feet being insufficient 
and the job was stopped at her insistence; the plans were redrafted. 
The project now stands where they redrew the plan. 

We got testimony yesterday from the House investigators that 
they changed as many as!27 houses and houses were put on a 120-foot 
front which resulted in doubling the necessary roadways, the electrical 
distribution, the sewage and the plumbing and probably contributed 
an additional cost of some millions to the project in doubling the front 
footage for each house. 

Senator Jounson. Is there any indication that the top people in the 
Army engineers know that some of their personnel have such little 
concern for the taxpayers’ money as to make demands and orders 
such as this? Have you discussed this with the Chief of Engineers 
or any of their personnel ? 

Mr. Rice. Yes. We talked with General Pick when he was here. 

Senator Jonnson. What did General Pick have to say about that? 

Mr. Rice. Again, I do not like to characterize Gene ral Pick’s testi- 
mony, but my impression of it was that he said if you want to find 
things wrong with any job, you can do that; that this job did have a 
bad name and it could be picked to pieces, but that in the over all it 
generally met specifications and was properly constructed. 
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Senator JonHnson. I am reading from page 673 of the transcript 

. ‘ . . - . . . >: 
of General Pick’s testimony before the committee. General Pick 
said: 

1 do not feel that there has been any haphazardousness with respect to carry- 
ing out this program. TI think it has been carried out in a technical manner 
considering the materials they had to work with and the soil they had to deal 
with, and the rapidity with which they had to get the work done. I think they 
turned in a pretty good performance. 


Now, if that was General Pick’s impression on February 22, then 
I think that General Pick ought to have the benefit of the testimony 
before this committee the last 3 days. Tam concerned about the future 
of funds Congress appropriated if the man who is going to spend 
those funds after reviewing this testimony and all of these facts is 
still of the opinion that, “I think they turned in a pretty good per- 
formance.” 

I think it is appropriate at this time to point out that the con- 
tractors on this job through their lawyer presented to me a letter 
dated March 14. Without objection I am going to include in the 
record today the full text of that letter. The letter was directed to 
Chairman Porter Hardy of the House of Representatives Committee 
on Executive Expenditures. 

(The letter referred to is as follows :) 

Morrison-Knudsen Co., Ine Ralph E. Mills Co., Ine, 
Bates & Rogers Construction Corp. Blythe Bros. Co. 
Nello L. Teer Co. 
ATLAS CONSTRUCTORS 


A joint venture, contract [}A—30-082-eng-7, for Department of Army, Corps 
kngineers 


New York, N. Y., March 14, 19852. 
Hon. Porrer Harpy, Jr., 
House of Representatives, 
Washington, D.C. 


My Drak Mr. CHarrMAN: Your committee’s work has commanded the atten- 
tion of a tax-conscious American public. In the very real sense that your com- 
mittee husbands the taxpayer's dollar, your committee’s time is literally his 
money. It follows that your hours are infinitely valuable. So much so, that we 
hesitated at length before presuming to burden it with this letter. 

But a decent respect for your committee and a decent respect for ourselves 
permits no alternative. 

We are Atlas Constructors, contractors for the United States Corps of Engl- 
neers on air bases in French Morocco, We address you as chariman of the 
subcommittee that recently heard testimony in connection with that work. 

As matters stand, Mr. Chairman, your committee's records are stacked with 
allegations of waste and inefficiency by Atlas Constructors, unbalanced by the 
simple facts. Your committee has a one-sided story. 

The public has been given the impression that it is not getting a dollar's worth 
of defense per dollar of tax money. This, we most earnestly believe, reflects 
on all who have tackled defense work under the lash of urgency as we tackled it. 

Loose testimony breeds loose talk. It undermines confidence. And it goes 
Without saying that we have been damaged. Atlas Constructors, as you know, 
is a working federation, or team, of independent contractors with cherished 
reputations. 

Your committee received this unbalanced testimony in executive session. 
Thereafter, it released these unsubstantiated allegations to the press and radio, 
but we cannot quarrel with that. Far from it. In this hour of international 
crisis, with its pressing demands on the public pocketbook, the public is entitled 
to all information consistent with national security. 


94341—52—pt. 3——-11 
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We take the position that even doubt and suspicion should be given every 
voice. For we are confident that while truth may lag behind, it never fails to 
overtake the false. 

This, then, will be our side of the story, submitted in this fashion because your 
committee could not find opportunity to hear it otherwise. 

May we ask, Mr. Chairman, that it be made part of your record so that your 
committee, and, indeed, the whole Congress, will have access to a balanced picture 
of progress on the air-base project in north Africa? 

It also oceurred to us that you, yourself, might wish to balance the release of 
the testimony that reflected against Us by releasing our side of the story from 
your office. If so, we would be happy to supply a digest of this letter for use 
of the press and the radio. Otherwise, of course, we will proceed on our own. 

At the outset, Mr. Chairman, may we state for the record that our contract with 
the United States Corps of Engineers is on the basis of a fixed fee, plus costs. 
The term, “cost plus,” is hedged with confusion in the public mind. The impres- 
sion is widespread that such a contract invites imprudence, waste, and sky-the- 
limit spending. 

We believe this results from an overreliance on trade language by industry 
and by Government officers alike in many cases. We are so familiar with our 
trade-talk, we automatically assume it is clear to everyone. 

It should be made crystal clear to the public that a contractor on a cost-plus 
basis doesn’t get a single nickel over and above his fee—no matter what his 
costs amount to. 

It should also be made clear to the public that a contractor must justify every 
item of expense to the appropriate Government authority. If he cannot justify 
it, he must foot the bill out of his own pocket. So he is not apt to take imprudent 
chances. 

There is still another reason why it would be sheer foolishness for us to waste 
tax money by thriftless and imprudent buying practices. 

After all, Mr. Chairman, Atlas Constructors are taxpayers as well as contrac- 
tors. A substantial portion of our earnings on this north African project will go 
for income taxes. As taxpayers, we.don’t approve of waste and inefficiency 
anywhere; most certainly, not in our own backyard. 

Atlas Constructors, Mr. Chairman, have not wasted tax dollars; and Atlas 
Constructors have not been inefficient as the misleading testimony in your record 
charges. 

The contrary is true. 

The essence of our whole story is contained in two simple sentences : 

1. At this moment, the job cost per square yard on our North African assign- 
ments is less than the original estimate of cost made by the Air Force approxi- 
mately a year and one-half ago. 

2. We earnestly believe that our record of performance on these assignments 
is unparalleled in the entire history of construction work. 

Now, Mr. Chairman, may we turn to a summary of our operations and there- 
after counter the most flagrant allegations of waste and inefficiency. 

As your committee knows, the major accent of this defense project has bee a 
on speed. On urgency. In a word, Mr. Chairman, we agreed to hustle—and 
hustle we have. Your committee undoubtedly knows that you can build air bases 
fast, or you can build them cheaply; but not both. 

May we go back to January 8, 1951—the date we were handed our letter 
contract? 

On that date, the components of what was to become Atlas Constructors were 
told to organize men and equipment so that both would be available on the site 
in North Africa to begin operations by no later than March 15, that year. 

We were supposed to reconstruct four existing bases and construct one new 
base. We were supposed to have first-stage work far enough along so that planes 
could be flown from these sites by July 1. 

So we began to recruit men and assemble equipment. The first shipload of 
equipment left New York on February 13, 1951, and arrived at Casablanca on 
February 23. 

Meanwhile, a hitch developed, far outside the realm of a contractor’s dominion. 
An impasse arose in the negotiation of a working agreement between our Gov- 
ernment and the Government of France. We could send equipment, and we 
did, but not the necessary manpower to receive it at Casablanca, unload it and— 
in a word—get on with the job. 

We had a shipload of equipment at Casablanca by February 23, but 


23, only 26 
men had been cleared for transport to North Africa. 


By April 14, over 3 months 
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after notice to proceed, but 130 men had been cleared. It was our understanding 
that the French objected to our importing men prior to complete agreement 
between the two Governments. 

Picture the situation if you will, Mr. Chairman. 

Thirty-odd million dollars’ worth of equipment and material was sitting on 
the docks at Casablanca or waiting to be unloaded, and we had a corporal’s 
guard, so to speak, to record it, inventory it, account for it—and perform the 
innumerable other vital chores attendant to an operation of such magnitude. 

We attach no blame to anyone for this somewhat paradoxical situation. We 
simply record it as a known fact. We were caught in a traffic jam of circum- 
stances, 

On April 22, 1951, obedient to instructions, we began operations at Nouasseur 
and on May 11 at Sidi Slimane. Except for two false starts on Benguerir and 
Mechra-bel-Ksiri in April and May, respectively, we were not given clearance 
to get going any other place until December 7, 1951, when Benguerir was re- 
leased, so to speak. 

May we divert from the chronological order of our story to point up an im- 
portant fact? 

We are not building the air bases we were to have built. Nor are we building 
them where they were to have been built. 

Originally, we were supposed to enlarge and reconstruct bases at Rabat-Sale, 
Meknes, Marrakech, and Khouribga. And we were shown an alternate for Marra- 
kech, north of Marrakech, toward Benguerir. The only new base was to be at 
Nouasser. 

That was the outline as of January 1951. By April 1951 signals had shifted. 
We were told to build entirely new bases at Nouasseur, Sidi Slimane, Mechra- 
bel-Ksiri, Benguerir, and Louis Centil. And, as you know, Mr. Chairman, we 
are now building Nouasseur, Sidi Slimane, and Benguerir, and we are awaiting 
authority to proceed with Boulhaut and El Djema Sahim (Safi). 

So the point, Mr. Chtirman, is this: 

We anticipated building one new base and reconstructing four bases, but all 
of our work has been on new and unpioneered sites. 

Here again, it was a case of circumstances; we are simply interested in set- 
ting forth the record as evidence of perform nce under the harassments that 
always accompany sharp changes in plans. 

Without going into all the ramifications of technical difficulties, Mr. Chair- 
man, let us merely point out that when you plan to rework existing bases and 
suddenly discover you must work in virgin territory, there is considerable re- 
juggling involved. 

Your excavation problem, your base-rock problem, your asphaltic-concrete 
problem take on new aspects. Quantities and equipment requirements appli- 
cable to face-lifting jobs on old bases simply are not comparable to those re- 
quired by new construction. 

But despite these changes and attendant difficulties, Atlas Constructors- 
between April 22 and July 14 (Bastille Day) at Nouasseur—and between May 
11 and July 14 at Sidi Slimane—moved almost 5,000,000 vards of excavation. 

We handled approximately 1,000,000 tons of base rock. 

We placed 900,000 square yards of asphaltic pavement. 

In short, Mr. Chairman, Atlas Constructors provided effective operating bases 
from which large bombers could be and were flown on July 14—in less than 3 
months of construction. 

Atlas Constructors had a deadline to meet—and we met it. 

This is what we meant, Mr. Chairman, when we said previously that our 
record of performance is without parallel so far as we can discover. 

We were, as you know, directed to operate under a “crash program.” We 
believe the public would be interested to know what this means—and in com 
mon parlance, it might be best defined in terms of the old saying: “Full speed 
ahead, and don’t spare the horses.” 

We think it is of somewhat more than passing interest to note that H. V. 
Kaltenborn, the noted radio commentator and reporter, made reference to the 
“high-pressure” nature of the North African air base projects in his broad- 
cast from Tangiers on March 3, 1952, This objective observer spoke of the 
atmosphere of “desperate hurry” that prevailed when the projects were launched 
and through their early history. 

“Orash program” operations, Mr. Chairman, take many turns. ; 

For example, we were directed on June 18 to have troop housing available 
for 950 men by August 1. And on August 11, we were further directed to have 
troop housing available for an additional 2,400 men by August 24. 
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In effect, Mr. Chairman, we undertook to house a small army in a matter 
of weeks and days. It is obvious, we are sure, that we could not obtain ima- 
terials from the United States in the time allowed. The alternative was man 
datory. We had to obtain materials where they were immediately available— 
and that meant right there in North Africa. 

Another factor entered in. The United States and France had agreed that, on 
an equal basis, Atlas requirements are to be purchased preferably in Morocco, 
Under these terms, purchase of items in an unrestricted market is impossible. 

Atlas is required to have prior approval of the French Mission for all pur- 
chases in excess of 1,000,000 francs, or about $3,000, before Atlas goes shopping in 
Morocco. Such approval, in effect, becomes a signboard. French or Moroccan 
firms are in the not-unhappy situation of knowing in advance when our buyers 
are coming and what they will be asking for. 

Mr. Chairman, may we point out, without reflection of any kind, that it would 
be less than human nature to resist the urge to “see us coming,” as the saying 
goes? Nor is our experience in any way unique. An American construction 
company, on overseas location, is simply the American tourist, magnified to the 
uth degree and therefore a most attractive prospect. 

We are positive that were we able to shop without restriction, we could have 
procured, and could procure now, a considerable amount of material at lower 
prices than circumstances permitted. 

May we point out two other facts in this connection? 

First, in all cases where competitive bids are not employed in buying, we act 
only on specific directives from the Government contracting office: and, of course, 
his directives are keyed to the strategic necessity for speed and the urgency of 
performance. 

Second, we would like to suggest that even in cases where competitive bids 
are called and items allocated to the low bidder, the effectiveness of the bidding 
process is reduced. We are compelled to supply information on items required 
to the French Mission prior to calling for bids. Once more, the signboard prin- 
ciple applies. Once more, “They see us coming,” and this, as your committee well 
knows, Mr. Chairman, is completely outside our control. 

So much, for the moment, on procurement, buying and bidding. Permit us to 
turn to the question of efficiency. 

Atlas Constructors have frankly been shocked at allegations—quoted in the 
press—that runways we constructed in Nerth Africa were failures because of 
faulty craftsmanship, substandard techniques, and disobedience to specitications. 

The simple, blunt truth, Mr. Chairman, is this: 

There has been no failure of any runway constructed by Atlas Constructors. 

We know the background of this allegation. It is a shabby one. A partially 
paved operations apron at Nouasseur was penetrated by a 2O)-ton compacting 
roller. Atlas was ordered to place that roller on the apron as a test. We pro 
tested that the subbase material was unstable. We pointed out that it was in a 
saturated condition, due to an early fall rainstorm of unusual intensity prior 
to comp'etion of drainage structures, 

The apron, in short, was not ready for so towgh a test. It would have been 
ready in short order. Atlas calculated what would happen—end it did hap 
pen. We submit, Mr. Chairman, that this incident is hardly a substantial 
foundation for charges of inefficiency and bad workmanship. 

Mr. Chairman, the ramifications of crash-program procedure are virtually 
unbelievable. 

Witness, if you will once again, Mr. Chairman, that Atlas was ordered in 
April 1951, to construct an air base at Benguerir. It was not one of those 
originally planned, but a new base, south of Casablanca. We began operations 
in April. We were ordered to stop on May 11. 

On the following day, May 12, Atlas was instructed to begin work at once at 
Mechra-bel-Ksiri, which is not exactly next door to Benguerir. It is some 20 
miles to the north. So we moved our facilities, hither to yon. But on June 20, 
1951, we were ordered to stop work at Mechra-bel-Ksiri. On September 11. 
we began to dismantle the Mechra-bel-Ksiri camp, for we were instructed to 
retrace our steps to Benguerir. 

None of these was our decision. It was not—it is not—in our power to act 
except under orders. We must be obedient to directives, and, we may well 
assume, those directives are based on altered circumstances at high levels 
most certainly not on whim or caprice. 

All that we, as contractors, are able to say about shifts in signals is simply 
this: Swift changes make it virtually impossible to maintain proper morale in 
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our working force; we cannot plan ahead with any degree of certainty; we 
cannot anticipate that next month—next week—or even tomorrow will follow 
the pattern of today. 

But we are inclined to suggest, Mr. Chairman, that what might be interpreted 
in Some quarters as indecision and confusion is rather the result of the one big 
circumstance that confronts the United States and our allies and friends in the 
free world. 

We made reference to pioneering with air base operations on our present 
assignment. The fact is, Mr. Chairman, and we are sure you will agree, our 
country itself is pioneering to defend our way of life—and be prepared to defend 
it in a hurry. Nothing like our present program of rearmament and our present 
program of aiding our allies to defend themselves has ever been attempted. 

This fact, known as it is, should be—somehow—reemphasized for the sake 
of the earnest, diligent officers in our armed services who are tackling jobs that 
approach the superhuman, decisionwise as well as physically. 

Your committee is undoubtedly also aware that the flow of funds for our 
operation has lacked continuity. 

Three times since our work was started, procurement, recruitment, and—to 
a minor extent—construction have been brought up short for lack of funds. 

We all know, Mr. Chairman, what it costs us as individuals in oil and gas and 
tires to drive through heavy traffic with many starts and stops. Multiply that 
a few thousand times, and the cost of starting and stopping a construction job 
of the size we have tackled is obviously enormous. 

For instance, personnel has been recruited, and then the men had to be sent 
home because funds were not available to ship them overseas. Purchase orders 
have been placed, then canceled and reinstated so often, due to lack of funds 
and to the uncertain flow of funds, that many a legitimate vendor has doubted 
the wisdom of continuing to deal with us. They have grown wary of us in 
many cases, and in some cases have refused outright to submit bids. It is diffi- 
cult to blame them. 

Mr. Chairman, the press reports—based on testimony your committee received 
in executive session—set forth that the estimated cost of the North African air 
base job was approximately $300,000,000. And the direful word has been in 
print that the total final cost will run between $400,000,000 and $500,000,000. 

Thus, coldly stated, the inference is that we—the contractors—botched the 
job at the expense of the taxpayers. We submit, Mr. Chairman, that the record 
is clear: 

1. More facilities are to be constructed than were originally contemplated. 
Again—this was not our decision. It is orders. 

2». These facilities will have been constructed in different locations than arig- 
inally contemplated with attendant increases in quantities. 

In concluding this section of our story, may we repeat that up to date, the 
job cost per square yard is less than the original estimate by the Air Force 
made approximately a year and a half ago; and may we reemphasize that cir- 
cumstances have conspired to create tremendous obstacles for orderly perform- 
ance, 

But may we also reemphasize, with all the earnestness at our command, that 
we are proud of the work performed, both as to quality and as to quantity. 

May we now turn, Mr. Chairman, to specific allegations about our operations 
as reported in the press? These include misleading comments based on testi- 
mony heard by the Senate Preparedness Subcommittee of the Senate Armed 
Services Committee, as well as misleading references based on testimony heard 
by your committee. 

But in all cases we would like to counter the allegations with facts and throw 
the spotlight of truth on misstatements and gross errors alike. 


ALLEGATION NO, 1 


(From the New York Times of February 22, 1952) 

The w'tness is John P. H. Perry. He is deputy in charge of installations to 
the Assi tant Secretary of the Air Force, Mr. Edwin V. Huggins. The quotation 
by the New York Times is based on testimony before the Senate subcommittee: 

“The reports, said Mr. Perry, were all ‘rather sharply critical of the quality 
and cost of the work.’ (At the north African base projects.) They (the reports) 
described it variously as ‘substandard,’ ‘mediocre,’ ‘far below standard,’ and hav- 
ing ‘many deficiencies.’ The reports found that plans and specifications were 
‘ignored,’ ‘modified,’ ‘overlooked.’ ” 





468 INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 


Facts: Earlier in this statement, Mr. Chairman, we categorically denied all 
allegations of slipshod work. Repetition will do that denial no harm. There- 
fore, we deny it again. 

We have never ignored, modified, or overlooked a specification. We have 
followed plans and specifications as given to us from the outset of our work, 
and our work, as you know, Mr. Chairman, has continuously and constantly been 
under the scrutiny of representatives of the district engineer of the United States 
Corps of Engineers and engineers of the architect engineer. We express nothing 
but a fact little short of common knowledge when we say that the corps standards 
are precise—and stringent. 

Atlas Constructors cannot even imagine a single instance in the course of our 
work in north Africa where we have deviated from orders. 


ALLEGATION NO. 2 


(Excerpts from the report of the Associated Press for February 28, 1952) 

“Mr. William J. Cassidy, resident auditor of the Army Audit Agency, testified 
that he found instances of: 

(a) “ ‘*Kick-backs’ on purchase of supplies.” 

Facts : Knowing that there is always a possibility of employees soliciting “kick- 
backs” we are continually on the alert for this, and whenever there is even a 
suspicion of any form of such action, we have made the necessary investigation of 
that suspicion. Our investigations have resulted in one arrest and conviction 
and two arrects of employees, one of whom is still on trial; the other has been 
dismissed. 

(b) “Payment of commissions on purchases to purchasing department per- 
sonnel.” 

Facts: This is allegation (@) all over, except told in different language. 

(c) “ ‘Conspiracy’ to boost prices.” 

Facts: It is entirely possible that conspiracy among vendors in the area for the 
purpose of boosting prices did exist. Perhaps does exist. We don’t choose the 
vendors from whom we buy. The French Liaison Mission in French Morocco 
does the choosing. Not Atlas Constructors. 

(d@) “Lack of control over workers, mainly Arabs, who were charged 1,000 
frances (about $3) to get their jobs.” 

Facts: It is implied here that Atlas or some employee of Atlas is charging 
each Arab who gets a job 1,000 frances. That, of course, is absurd, Mr. Chairman. 
All Arabs hired in Morocco must clear through the French police for security. 
They are screened by local authorities. Atlas has no way of knowing if these 
men are charged 1,000 francs for their jobs; but we do know that neither Atlas 
nor any of its employees have been guilty of this exploitive practice. 

(e) “Excessive drinking, loafing, and sleeping by employees, resulting in firing 
of 1,000 in 1 day.” 

Facts: Of course there have been instances of drinking, loafing, and sleeping 
on the job. The guilty employees have been summarily dismissed when discov- 
ered. It should be remembered, Mr. Chairman, that our job utilizes some 13,000 
employees, scattered over hundreds of square miles of territory. It would be 
most interesting to discover any one or any combination of policing experts who 
could insure that each and every employee was diligently at work at all times. 
The “firing of 1,000 in 1 day,” is quite a different matter. These men were laid 
off in a “reduction of force’? on the Nouasseur base by direction of the district 
engineer when work was being curtailed. They were all local Arabs. 

(f) “The government was ‘considerably overcharged’ because of failure to 
obtain bids and ‘other loose practices of the contractor.’ He added he estimated 
the overcharge at from 25 to 110 percent during a 6 months’ period on local 
purchases.” 

Facts: Mr. Cassidy’s estimated “overcharges” are his “opinion.” The essen- 
tial fact is that the Government most certainly was not overcharged because we 
failed to obtain bids. Once again, permit us to say that we refrained from 
taking bids only when specifically directed to refrain by the contracting officer. 
He has the authority, and we abide by it. 

Our position is really very simple: 

When the contractor follows a specific, written direction of the contracting 
officer, the contractor most certainly cannot be accused of “loose practices.” 
Common sense disputes it. 

The fact that we are on a rush, secret job is also important. In a job of such 
character, the decision as to whether a purchase should be madé@ at a certain 





INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 469 


price lies with the contracting oflicer. And it should. For he has the full, 
over-all knowledge of the strategics involved, and here is a case where strategy 
is the mother of necessity. 

Finally, Mr. Chairman, let it be recorded as a base principle that governs us 
at all times in this undertaking, that we operate under direct orders of the con- 
tracting officer, who is the district engineer for the Corps of Engineers. 

Let us repeat that all of our work has been under the supervision and inspec- 
tion of the district engineer, his representatives, and of the architect-engineer, 
acting as a representative of the district engineer. 

May we hope that we have not unduly burdened your time with this letter. 
We were encouraged to approach you in this fashion by your committee’s reputa- 
tion for fairness, for objectivity, and for calm, cool appraisal of the facts. 

Thank you for your attention to our story, and with assurances of continuing 
esteem and with highest regards, we are, 


ATLAS CONSTRUCTORS, 
J. B. Bonny, 
Chairman, Operating Committee. 
Senator Jounson. I will not go into details on it because the com- 
mittee is going to have to take a recess, but | want to read just a brief 
paragraph: 
The essence of our whole story is contained in two simple sentences: 
1. At this moment, the job cost per square yard on our North African assign- 
ments is less than the original estimate of cost made by the Air Force approxi- 
mately a year and one-half ago. 


2. We earnestly believe that our record of performance on these assignments 
is unparalleled in the entire history of construction work. 


Well, now, the chairman is inclined to agree with that last state- 
ment. 

I think their record of performance is unparalleled in the entire 
history of construction work. [Laughter.] I am net experienced 
in that field, although I started out in the highway construction game 
when I finished high school, but I think the record is unparalleled in 
the entire history of construction work. 

If the contractors who are still on the job and are responsible for 
it, and if the supervisors at the top level in Washington are in complete 
agreement that they turned in a good performance, then I think they 
are going to find themselves in disagreement with the sworn testimony 
before this committee and the facts in the case. 

I would suggest again that the Corps of Engineers and the Secretary 
of the Army ‘and the Under Secretar y and the Under Secretar y to the 
Under Secretary, or anyone else that has any responsibility for this 
job at the Corps of Engineers and Secretary level and the Army and 
Air Force, review these heari ings and take prompt action, so that the 
taxpayers of this Nation and this C ongress can be assured that we are 
not going to pour a half billion dollars into the Air Force as long as 
they are continuing practices such as are continuing here. This coun- 
try has not re: ached the point yet where it has to condone ine ompetency 
and inefficiency and downright graft. 

They have been talking aout the so-called 5-percenters over here. 
The Army Audit Agency is testifying under oath now that they have 
25- percenters rs.and 50-percenters over there. Our 5-percenters are just 
simply amatears compared with that group. 

Here is one of our largest single expenditures, $500 million. The 
estimate originally was $300 million and then they asked for $450 
million, so not only did the vendors get a 50- pore write-up, but 
the whole project got a 50-percent write-up. And then the Govern- 
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ment man in charge says, “I think we have turned in a pretty good 
performance” and the contractors say in their letter of March 14: 

We earnestly believe that our record of performance on these assignments is 
unparalleled in the entire history of construction work. 

Senator Srennis. Mr. Chairman, I have been sitting here just listen- 
ing. I would like to make one observation. 

I have me recalling that Monday morning I went to a funeral 
out here at Arlington Cemetery. The dead man had been killed in 
action in tae last October. “A captain was there and he said that 
this was a mission, the one where this boy was killed, which was to 
make it safer for the other boys that were following. 

I stood a few minutes later with the father there, on the wintry hill- 
side, after the salute had been fired and the last words had been said. 
I thought the man had quite a military record himself although he 
Was not a professional soldier, and I said to him that I was impressed 
by what the captain said about his son being out in front clearing the 
way for the others. Tears were running down his cheek and he ‘said, 
“Well, there are some consolations.” 1 told him—I expressed grati- 
tude and that the people expressed gratitude, and he thanked me and 
said, “When you go back up there see if you can help clear the way 
so that somebody else’s son will not have to travel the way my son 
had.” 

I find that the boy was killed 1 week before his nineteenth birthday. 
And so I come back here and hear all of this testimony about north 
Africa—the vendors writing their specifications for what they are 
going to sell, and about the officer’s wife not wanting to be close to 
someone else and having the orders issued to draw up changes, and 
about the low man getting the small order and the high man getting 
the large order, and about there being 25 percent or 50 percent and up 
to 200 percent overcharge, and the fact that there was no Engineer 
Corps manual on this job at all, when this man gets on the job in 
March, and that was supposed to be the Bible for the construction— 
and in the face of that they say, “We are running under the esti- 
mate”—well, it was not an estimate: it was just a “ guess—but, any- 
way, here is a question of some $7,000,000 to $8 000,000 having been 
expended in direct violation of Army regulations. All of that has 
been testified here today. 

Another thing I noticed was that men came in and registered and 
got their brass, their time for work, and then they went home and got 
drunk, or they got drunk somewhere in Casablane: 

Well, now, the engineers indicate that ae are not greatly aroused, 
that is, they have not taken any action. T do not know that they know 
the full facts. And the Air Force says that they are relying on some- 
one else and they have not done anything. Now, I do not know how 
much they know about it. 

It looks to me like someone has got to act. I notice the statement 
of the contractor where he says that they believe that their perform- 
ance was unparalleled in the entire history of construction work. 
About the only thing that can be said of his group is that they say, 
“Well, we had to get the job done in some kind of a way, perhaps 
an honest way; any way, it has to be done, whether it is within the strict 
level of the law or not.’ 

I do not think that ordinarily we would want to act, to take the 
initiative of stopping a project, but as far as T am concerned, in my 
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responsibility as a Senator, [ am ready right now to vote that this 
project be stopped. 

I do not propose that now, because we will get later proof here in 
a short time, but that is the way my mind is running, and I hope that 
the Chair will conclude the proof as scon as we can and then let us 
have a meeting and make a decision, because something has got to be 
done. 

Senator Jounson. Cannot the Comptroller General hold up funds, 
Mr. Cassidy, on this project where you have violations. of regulations 
and Army procedures ? 

Mr. Cassipy. Mr. Chairman, I want you to understand that pro- 
visional payments are not definite payments. They are actually held 
up and—— 

Senator Jounson. Well, but you cannot recover 

Mr. Casstpy. We can recover them. 

Senator Jounson. How do you know you can recover them? Have 
they got a bond that is sufficient to cover this $300,000,000 or more job? 

Mr. Cassiny. Well, as the contractor submits the vouchers as he 
goes along, you deduct from the vouchers any exceptions; you can 
deduct them. In other words, he has already expended the money ; 
and what we do, we simply turn around and deduct from that voucher 
to be reimbursed the amount we have taken exception to. 

Senator Jonnson. On how much have you taken exc eptions? 

Mr. Cassipy. Well, actually we made one suspension of $3,725,000. 
We have taken actual exceptions on approximately I would say, 
$200,090, 

Senator Jounson. How much has been paid to the contractor since 
this job started? 

Mr. Cassipy. To the contractor I would say over $100 million. 

Senator Jonnson. We have the estimate here that $50 million has 
gone down the drain. 

Mr. Cassipy. Well, I am talking about Casablanca, I am not talking 
about the state side. 

Senator Jounson. Is Colonel Reed here? 

Colonel Reep. Present. 

Senator Jonnson. Colonel Reed, is there any action that the Comp- 
troller General or the Secretary of the Army can take to assure this 
committee that this thing is going to be cleaned up before any further 
payments are made ? 

Colonel Reep. I cannot answer what action the Secretary of the 
Army may take. The Comptroller General, of course, can refuse 
payment, 

Senator Jounson. Do you agree with Mr. Cassidy’s testimony which 
you have heard here, that they purchased materials in violation of 
Army regulations ? 

Colonel Rerp. Will you state that again? 

Senator Jounson. Do you believe the testimony that Mr. Cassidy 
has given to the committee this morning that several million dollars 
of purchases were made in violation of Army regulations ? 

Colonel Reep. He is under oath; yes; and therefore I must of neces- 
sity give full weight to it. 

Senator Jonnson. Is that your opinion ? 

Colonel Reep. Yes, sir. 

Senator Jomnxson. When that happens, is there any recourse ? 
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Colonel Rerp. Well, except for the subsequent withholding of 
payment 

Senator Jounson. Could not the chief of finance withhold these 
payments until these procedures are complied with and the manual 
followed 

Colonel Resp. The Chief of Finance would not enter into that. 
The Chief of Finance would make payment upon the auditor’s certi- 
fication. Mr. Cassidy has testified he did hold up certification and 

Senator Jounson. I am not talking about what he did then. I am 
talking about what is happening today. I’am talking about the 
things testified to have happened as late as last February. Up to 
January 15 it seems to me that all payments should be withheld until 
they agree to follow the prescribed procedures. 

Colonel Rerp. Well, there are $17 million that is reported in Sep- 
tember as held up, that we would not pass, have not passed. I do 
not know but they may have to go up to the Secretary level to be 
resolved. 

Senator Jounson. You mean you have already held up payments 
of $17 million on this contract ? 

Colonel Rerp. Yes, sir. 

Senator Jounson. What is the total amount since September ? 

Colonel Rrep. That I-cannot tell you. 

Senator Jounson. Does it run considerably over? 

Colonel Reep. I cannot-tell you, sir. 

Senator Jounson. But you know it was $17 million in September ? 

Colonel Reep. That is right. 

Senator Jounson. Can you get somebody to bring in the figures for 
October, November, and so on? 

Colonel Ruep. We have a man, Mr. William Bishop, there, who was 
making a complete survey and he should return within a few days and 
be available to testify as to the conditions existing at Casablanca. 

Senator Jounson. And I hope that the survey will be completed 
pretty quickly because this money is going down the drain every day. 

Have you made any recommendations of what ought to be done about 
this situation ? 

Colonel Resp. We do not make recommendations in that light, sir. 
We have what we call Army procurement procedures, specifically 
paragraph 1-303 (b), whereby cases involving fraud, inefficiency, 
mismanagement, and so forth, go to the Inspector General and then 
G4, who is responsible for procurement, under Mr. Alexander, Under 
Secretary of the Army. There those things are passed on. 

Senator Jounson. Have they ever been passed upon ? 

Colonel Rerp. Yes, sir. 

Senator Jounson. Are you aware of any action taken on it? 

Colonel Reep. I know that our report was submitted and as a result 
quite a number of high-level people began to make trips to Casablanca. 

Senator Jomnson. You think there are more of them going over than 
coming back? (Laughter.) 

Colonel Reep. I would hesitate to say about that. 

I do know this, sir, that our report that went in went to the Inspector 
General of the Army and it went to the G—4 of the Army, who work 
under Mr. Alexander, the Under Secretary of the Army, and it also 
went to the chief engineer and we also gave a complete report to the 
Legislative Liaison Division of the Army. 
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Senator Jounson. Have you been familiar with the testimony this 
committee has heard ¢ 

Colonel Rrep. Yes, sir. 

Senator Jounson. Are you in agreement with the statement made 
by the contractors when they say that they earnestly believe that their 
record is unparalleled in the entire history of construction ? 

Colonel Reep. I would not say that I accept that, sir. 

Senator Jounson. You do not think it is unparalleled ? 

Colonel Rreep. Well, it depends on how you mean. (Laughter.) 

Senator Jounson. How long have you been in the Army? 

Colonel Reep. Thirty-five years. 

Senator Jounson. Have you ever had brought to your attention any 
single contract that involved more waste, more incompetence, more 
inefliciency than this one? 

Colonel Reep. No, sir. 

Senator Jounson. Then you will say their performance is unpar- 
alleled ? 

Colonel Reep. In that respect; yes, sir. 

Senator Jounson. Thank you. 

Mr. Rice. Might I suggest, Mr. Chairman, that the staff has some 
8, 10, 12, or 15 allegations of collusion and kick-backs and corruption 
and fraud on the job in connection with the contract and the sub- 
contracts, and if some arrangement could be worked out where the 
staff could work with the Army audit agency, I think something 
constructive might be accomplished. 

Senator Jounson. Is there any reason to believe that they will not 
cooperate fully with you? 

Colonel Rrep. No, sir. 

Senator Jonnson. Are your records and reports available to this 
committee ¢ 

Colonel Reep. Yes, sir. 

Mr. Rice. I think I might bring up that there had been some criti- 
cism on the lack of manpower, there was a reported shortage of audit 
personnel on this project; how about that, Colonel Reed? Has that 
been corrected ¢ 

Colonel Reep. That has been done. 

Senator Jounson. That has been done? 

Colonel Reep. Yes, sir; because we ae 15 men over there. 

Senator Jounson. Thank you, Mr. Cassidy. The committee will 
no doubt want to hear from you further 

Senator Srennis. Pardon me, Mr. Chairman, is this about to con- 
clude the proof and bring us to where the committee can get down to 
the proposition of what we are going to do? 

Senator Jounson. Well, we have had proof, proof, and more proof 
for 3 days, but we have some more witnesses 

Senator Srennis. I was hoping we would get through this week. 
Off the record. 

(Discussion off the record.) 

Senator Jounson. We will recess subject to call of the Chair. 

(Whereupon, at 12:20 p. m., the subcommittee adjourned.) 
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FRIDAY, MARCH 21, 1952 


Untrep States SENATE, 
PREPAREDNESS SUBCOMMITTEE OF THE 
CoMMITTEE ON ARMED SERVICES, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 2:40 p. m., in room 212, 
Senate Office Building, Washington, D. C., Senator Lyndon B. John- 
son (Texas) presiding. 

Present: Senators Johnson (Texas), presiding, and Stennis. 

Also present: Downey Rice, special counsel, and George H. Martin, 
staff consultant. 

Senator Jounson. The committee will come to order. 

Is Colonel Harry Reed in the room ? 

Colonel Rerp. Yes, sir. 

Senator JoOHNSO N. You do solemnly swear that the testimony you 
are about to give before this subcommittee of the Committee on 
Armed Services of the Senate of the United States will be the truth, 
the whole truth, and nothing but the truth, so help you God ¢ 

Colonel Reep. I do. 


Senator Jonnson. Go ahead. 


TESTIMONY OF COL. HARRY E. REED, CHIEF, ARMY AUDIT AGENCY 


Mr. Rice. What is vour full name, Colonel ? 

Colonel Rerp. Harry E. Reed. 

Mr. Rice. How do you spell Reed. 

Colonel Reed. Two e’s—R-e-e-d. Chief, Army Audit Agency, 
Washington, D.C. 

Mr. Rice. And you were with us for a few moments vesterday / 

Colonel Rrep., That is correct, sir. 

Mr. Rice. Now when you say you are Chief of the Army Audit 
Agency, that means then that you are Mr. Cassidy's superior, the 
witness we had yesterday ? 

Colonel Reep. That is correct. 

Mr. Rice. And he reports to vou ? 

Colonel Rerp. That is correct. 

Mr. Rice. And you are charged with the over-all supervision of the 
auditing on both the stateside phases and the overseas phases of the 
air base construction work ? 

Colonel Reep. That is correct. 

Mr. Rice. Now, in connection with your work we are interested in 
knowing when reports of irregularities first came to your attention 
in connection with the overseas air base construetion program. 


175 
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Colonel Reep. Some time in the summer of 1951. 

Mr. Rice. Can you come any closer than that? 

Colonel Reep. Yes. Specifically I received a written report from 
our New York regional office dated August 7, 1951. 

Mr. Rice. And do you havea copy of that with you? 

Colonel Reep. I do. 

Mr. Rice. I think in the last few minutes you made a copy avail- 
able to the committee. 

Colonel Rerp. That is correct. 

Mr. Rice. That is the first official indication that the Army Audit 
Agency had. Describe the report, how it came to be prepared, who 
prepared it, and the channels through which it passed. 

Colonel Reep. We normally operate through regional offices. Our 
New York regional office has supervision over all the offshore con- 
struction contracts in the Atlantic Ocean area. 

Mr. Cassidy was our resident auditor in Casablanca and as such 
reported to our New York regional office. He had submitted a num- 
ber of reports to the New York regional office. The New York re- 
gional office reduced those reports to writing and embodied it all in 
this official written report dated August 7, 1951, and that was sent 
to my office. 

Mr. Rice. So that this report of August 7 does not necessarily 
confine its findings to an individual job but they are conclusions 
reached from a number of jobs? 

Colonel Rerp. That is correct. 

Mr. Rice. Those jobs are being constructed under the supervision 
of the Corps of Engineers? 

Colonel Rerep. That is correct. 

Mr. Rice. And they are then in turn contracted out through the 
Corps of Engineers? 

Colonel Reep. That is correct. 

Mr. Rice. To independent builders ? 

Colonel Rreep. That is correct. 

Mr. Rice. And are they all for the Air Force eventually ? 

Colonel Reep. Yes. 

Mr. Rice. All right, sir. Is that report a classified document ? 

Colonel Rerp. I don’t recall it as such; no, sir. I am quite certain 
that it is not. 

Mr. Rice. I wonder if you would make reference to the report and 
let us have the benefit of comments made in that report respecting the 
obtaining of bids for overseas purchases. 

You have a heading there “Administrative and procedural prob- 
lems affecting audit.” 

Colonel Reep. ‘That is purchases in the United States. 

Mr. Rice. What does it say there under “Administrative and pro- 
cedural problems” ? 

Colonel Reep. That refers to local purchases. What I mean by 
local purchases, purchases on or near the site of the operation. 

Mr. Rice. At the job site? 

Colonel Reep. That is correct. 

Mr. Rice. I wonder if you would read that. 


Colonel Resp. I have not found it yet. If you will pardon me a 
moment. 
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Senator Jounson. Are you reading from the report of Mr. J. L. 
Rubin, associate regional auditor, d: ited August 7, 1951, to the Chief, 
Sumy Audit Agency, Building T-7, Gravelly Point, Washington ‘ 25, 
D. C.? 

Colonel Rrep. That is correct. 

Mr. Rice. And you are Chief of the Army Audit Agency ? 

Colonel Reep. That is correct; that is addressed to me. I pulled 
that out and had it marked. Now I have lost my retained copy. 

Mr. Rice. We are going to have to make a finding then that it is not 
a classified document. right away. 

Colonel Rrep. The copy I gave you I jam quite certain is not. 

Mr. Rice. This one is marked “Copy.” 

Colonel Rerp. Just copy. I have it here, sir. 

Mr. Rice. All right, sir. While you are looking at it, were copies 
of that report made available or forwarded to any other agencies? 

Colonel Reev. Yes, sir, they were. Specifically, they 
warded to General Pick, Chief of Engineers. 

Mr. Rice. Any other agencies? 

Colonel Rrep. Not that I now recall. 

Senator Jounson. The Air Force did not receive a copy ? 

Colonel Reep. No, sir: I am certain that the Air Forces did not 
receive a copy of this, because normally in this type of work we do not 
deal directly with the Air Force, sir. 

Mr. Rice. At the bottom of page 1 there under “Bids” 

Colonel Reep. Yes, sir. 

Mr. Rice. I wonder if you would read that. 

Colonel Reep. Aloud ? 

Mr. Rice. Yes, aloud. 

Colonel Reep (reading) : 

Bids: It was noted that bids had not been obtained on numerous overseas 
purchases. In Some cases this was due to the fact that it is the trade custom 
of the particular location for local vendors to furnish bids and in others due 
to the time element involved it was not considered practical to obtain bids. It 
is recognized that under certain circumstances it will be necessary to deviate 
from accepted procurement procedures but it appears that some standardiza- 
tion of procedures should be effected under such circumstances. At the present 
time one contracting officer has indicated that the matter of inability to obtain 
bids will be referred to the Corps of Engineers, New York district, for authority 
to purchase under such circumstances, whereas another contracting officer fur- 


nished the contractor with a written authority to waive all bidding even though 
trade practice would have permitted the receipt of bids. 


Mr. Rice. Right there, are you able to tell which job is being men- 
tioned in that written waiver? 
Colonel Regp. Yes. I am not absolutely certain of this, but this 


applies to a number of sites and would include specifically Casa- 
blanca. 


Mr. Rice. The Atlas project ? 
Colonel Reep. That is correct. 

Mr. Rice. All right, sir; go ahead. 
Colonel Rrep (re eading) : ; 


were for- 





Advice was furnished that the blanket waiver was being restricted as to 
amount of purchase but such restriction has not been received by the contractor 
by completion of the survey. 


Shall I continue ? 
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Mr. Rice. Yes, continue on down the next paragraph there. 
Colonel Rrep (reading) : 


Due to the agreement with the General Accounting Office on the audit of over- 
seas projects whereby the General Accounting Office is performing a records 
audit stateside on the basis of documentation furnished through the Army 
Audit Agency, it is felt that some policy clarification should be issued by the 
Office of the Chief of Engineers on this matter. If, for example, it is within the 
authority of a contracting officer to waive all bidding without reference to 
higher authority, it is believed that a policy statement to that effect should be 
issued so that a copy of such statement can be furnished to the General Ac- 
counting Office in lieu of bids. 


Mr. Rice. In other words, a very strong suggestion is being made 
there to the Corps of Engineers that they should take cognizance of 
this practice and standardize their policies with respect to procure- 
ment ¢ 

Colonel Reep. I do know—I can go back, for example, in Greece. 
The contracting officer in that area had authority from the Chief of 
Engineers to waive normal procurement procedures, and that was in 
writing and, of course, the General Accounting Office will accept that. 

Mr. Ricr. Yes. But the point of the paragraph is it was being 
brought to the attention of the Corps of Engineers ‘ 

Colonel Rerp. That is correct, sir. 

Mr. Rick. Now, I do not believe some of the following relates to 
matters of interest here, but I wonder if you would go over to page 3 
and read that part starting with “Deficiencies in control.” 

Colonel Reep (reading) : 


I ficiencies in control 

1. Payroll: With the institution of the Corps of Engineers Manual for the 
administration of cost-plus-a-fixed-fee construction contract, dated January 1, 
1951, the responsibility of timekeeping and time checking has been placed on 
the contractor unless specifically stated otherwise by the Corps of Engineers. 
Nevertheless, survey of the various installations indicated glaring deficiencies 
in timekeeping and little, or complete absence, of time checking. In certain 
cases also the value of the time checks was considerably doubtful as where a 
time checker indicated he had completely checked on 300 men within an heur, 
these men being spread over 6 square miles with a maximum of 10 percent 
werring badges, the remainder keeping their badges hidden. 


Mr. Rice. What is the picture there’ How many men are being 
checked by one man ¢ 

Senator JouNnson. Three hundred men within an hour. 

Colonel Rrep, Three hundred men within an hour, spread over an 
area of 6 square miles with a maximum of 10 percent wearing badges, 
the remainder keeping their badges hidden. | Reading :| 


In addition, where the few time checks made indicated discrepancies with 
the foreman’s time report, no reconciliation had been made of such discrepancy, 

It is believed that the responsibility for the lack of control lies primarily with 
the contractor. The above referenced Corps of Engineers Manual is compre 
hensive and clearly written, and if followed would provide a sound control on 
all phases of the payroll activity. However, it appears that attention has been 
concentrated on the preparation of the payroll sheet itself with litt'e or no 
attention to the supporting time records which are in effect the crux of payroll 
control, Where the payrols were being prepared in a central location on the 
basis of records furnished from the project sites, it Was found that no written 
instructions had been issued to the project-site personnel, and in addition where 
such personnel had written for advice, no replies or acknowledgments had 
been received from the central office of the contractor. The most regrettable 
fact which emerged frem a study of these deficiencies was that the deficiencies 
were known to both Corps of Engineers and audit personnel from an early date 
but no decisive action had been taken to correct them. 
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Senator Jounsonxn. Do vou know what date they are referring tc— 
from an early date? This memorandum was written August 7. 

Colonel Rerp. That is correct, sir; and I stated at the beginning 
of my testimony this is a general coverage of several sites. and some 
of those sites are considerably older than Casablanca. However, I 
feel certain that these malpractices in Casablanca were snecifically 
brought to the attention of the contractor and the Corps of Engineers 
quite some time prior to the rendition of this report. 

I would say that those things were being brought to the attention 
of the engineers and the contractor no later than June 1951, 

Senator Jounson. June of 19517 

Colonel Rrrp. Yes, sir. 

Senator Jounson. Now, General Pick, when he was here testifying, 
stated | reading | : 


Mr. Chairman, I knew that in the fall the job was getting a bad name. I 
personally took action to see whether something could not be done about it. In 
October I sent General Nold over there, the Deputy Chief of Engineers, to 
see what was wrong and to see whether there was any foundation to any of 
the rumors— 
the rumors— 

I begin to hear. 

Mr. Rice. In general, what were the rumors and how did they run? 

General. Pick. The first rumor I got was that the Atlas contractor procure- 
ment people were getting kick-backs, were making purchases and paying high 
prices for their procurement. 

Do you reckon that he never did get that report or was that report 
one of the rumors he said he heard about the first time in the fall 7 

Colonel Rreep. I would say that I would not classify our written 
report of August 7, 1951, as a rumor. 

To continue on that, sir, based upon our report, this particular 
report about which I am testifying, the Chief of Engineers sent their 
Mr. Bobzien to Casablanca on the 6th of September. Mr. Bobzien 
is a member of the Office of the Chief of Engineers here in Washing- 
ton, and he was sent over there at that time to make a survey of the 
things that we reported. And, specifically, Mr. Bobzien went to 
several sites, including Casablanca. 

Senator Jonson. Have you made his reports available to the 
committee ? 

Colonel Rerp. I received no report from him, sir, because he does 
not work for me. He belongs to the Chief of Engineers. 

Mr. Rice. What is his full name, if you know / 

Colonel Rerep. I cannot recall. Bobzien—B-o-b-z-i-e-n—is his last 
name, 

Senator Jounson. I think counsel should request a copy of that 
report. 

Mr. Rice. Yes. 

Colonel Reep. I cannot say that he made a report. It is a fair 
presumption he did. 

Senator Jonnson. The thing I want to bring out is this: There was 
something besides rumors in the fall 4 

Colonel Reep. Yes, sir. 

Senator JoHnson. Here in the middle of the summer—in August— 
you had an official report on the matter, and in September they sent 

94341—52— pt. 3—-—12 
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one of their own men over and he filed a report, apparently, before 
October ; is that correct ? 

Colonel Reep. He should have, sir. 

Senator Jounson. So, there was considerably more than rumors? 

Colonel Rerp. That would be my contention, sir. 

Mr. Rice. Have you finished with payroll deficiencies ? 

Colonel Rerp. I think I got down to the next to last sentence on 
page 3, sir. 

Mr. Rice. All right, sir; go ahead then. 

I think the statement made here [ reading] : 
that the deficiencies were known to both Corps of Engineers and Audit per- 
sonnel from an early date but no decisive action had been taken to correct 
them— 
what do you mean by “Audit personnel” there ? 

Colonel Reep. I would say that is our resident auditor and his crew 
on site. They became aware of these deficiencies. Of course, we 
are a tool of management. All of our auditors are. Anytime-we find 
anything that is out of line we try to report to management so they 
‘an take corrective action. 

Mr. Rice. So, the contractor on the job knew it and the district 
enginer knew it? 

Colonel Reep. Yes, sir. 

I might digress for a moment here. 

The contractor under this Manual, Corps of Engineers, for the ad- 
ministration of cost-plus-a-fixed-fee contract, is made responsible for 
timekeeping and timechecking and things of that sort. The adminis- 
tration, of course, is under the project Engineer officer; and, in the 
event that the contractor does not perform these functions, it is up to 
that Engineer officer to see that these functions are performed either 
with contractor personnel or with personnel that may be furnished 
from the Corps of Engineers. At least, that is the stand we take in 
the Audit. We feel that we may not indulge in these activities be- 
cause that would result in our auditing our own records. 

Mr. Rice. You maintain a supervisory position ? 

Colonel Rerep. That is correct. We must keep ourselves free from 
the record keeping. 

Mr. Rice. Go ahead, down at the bottom of page 3. 

Colonel Reep (reading) : 

While this was not expressed, it appeared that there had been an impression 
that timekeeping and timechecking were part of the audit responsibility of the 
Army Audit Agency, and, as such, corrective action on these functions would 
be between the Army Audit Agency resident auditor and the contractor. It is 
considered essential that any such impression be dispelled. 

Mr. Rice. That is what you just referred to? 

Colonel Rerp. Yes, sir; that is correct. In other words, that is not 
to say that we do not do time checking and field checking and material 
checking. We will from time to time on a surprise basis witness the 
ringing in and out of each department, and we will do timechecking 
to see that, after they have checked in, the men that are supposed to 
be on that particular job at a particular time and place are actually 
there. And the routine day-to-day obligations, determination of 
those payroll obligations, is not an audit function. [Reading:] 


In the initial stages of a project the contracting officer’s assistance is particu- 
larly necessary in the provision of sufficient payroll personnel to the contract, and 
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‘in the establishment of the necessary physical facilities such as timekeepers’ 
huts, et cetera. As operations develop, his assistance is again required by Audit 
if the contractor’s personnel proves insufficient in number or incompetent or 
willfully disregards the Corps of Engineers’ manual or audit instructions. 


Mr. Rice. Now then continue on there with the material control. 
Colonel Reep. This is subparagraph 2 (reading) : 


Materials: Control of materials was found to be the weakest link at all in- 
stallations. 


Mr. Rice. Control of materials was found to be = weakest link? 
Colonel Rreep. That is what it so states here, si 
Mr. Rice. Yes. 


Colonel Rrep (reading) : 


In no case had proper provision for control been established at the beginning 
of the project and in one case, unless immediate corrective action is taken over 
the next 90 days, the reimbursement of all local or European purchases (which 
will be considerable) should be disapproved by the resident auditor pending a 
physical inventory. It should be noted that this action has already had to be 
taken on an architect-engineering contract, but fortunately the dollar amount of 
the purchases is small. 


It is recognized that a certain amount of reconstruction of records is inevitable 
on most construction projects, particularly on such urgent projects as were 
surveyed; but, even with making full allowance for current conditions and ap- 
proaching the problem on a practical basis, the fact remains that all property 
accounts are not in condition for audit. To be factual, no property accounts have 
been established. Stock-record cards are only now in the process of being es- 
tablished, and the voucher registers are between 1,000 and 2,000 vouchers in 
arrears, with additional ships due in for unloading. In some locations no tally 
in slips are available on which to prepare receiving and inspection reports, so 
that the receiving and inspection reports are being prepared from the shipping 
document or the vendor’s invoice, if a local purchase. 

Mr. Rice. Now, right there, you mentioned something of interest 
while we were at lunch about what happens. They give us that illus- 
tration again, not necessarily referring to this job but what happens 
when they are using the vendor’s tickets. 

Colonel Rrep. W ell, it is a very simple and easy operation to resort 
to some of these things. 

For example, in good accounting practice, the purchasing depart- 
ment should make out purchase orders. The materials should be de- 
livered to a separate organization. The list of the materials to be 
delivered to the receiving installation should not accompany that ship- 
ment. In other words, the receiving-warehouse personnel should make 
out a separate list of : all the items that are received. Then that should 
go into where those are put, the vouchers are finally put together. 
There should be a purchase order, an invoice, and a receiving report. 
Our auditors look for those three documents made out in ‘separate 
locations. 

Mr. Rice. One being a check or counterbalance against the other? 

Colonel Rexp. That is correct—what we call internal controls or 
checks and balances, which is inherent in any well-conducted business. 

Mr. Ricr. What happens when they get a little behind sometimes? 

Colonel Rrrp. They will take a copy of the invoice and they will 
make out these tally ins or receiving reports and all of the rest of the 
papers. 

Mr. Rice. So that the vendor says, “We have shipped you 1,000 
crates of eggs”’? 

Colonel Reep. That is correct. 
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Mr. Rice. And they will make up a tally sheet saying, “We received 
a thousande ‘ates of eggs” : 

Colonel Rerep. And they do not make that from counting the cases 
of eggs; they take the invoice. 

Mr. Rice. What happens later when the shipment tells you some- 
thing else about the other half coming along ¢ 

Colonel Rerep. That is a little different story. That is in another 
project. 

Mr. Rice. That is what I understand, but it is illustrative of what 
can happen. 

Colonel Rerep. Well, in a particular case the invoices indicated that 
quite a bit of material had been received. A determination was made 
as to the total accountability according to the paper, and then an 
inventory was made, and the items not found in the inventor y were just 
arbitrarily charged to construction. Then I understand that the ven- 
dors wrote a letter to the purchasing department and apologized be- 
cause they had been unable to ship all of these materials, and here was 
the other half of the shipment, and they hoped that they had not in- 
convenienced them. 

Mr. Rice. In other words, half of the shipment was still to come ¢ 

Colonel Rerp. That is correct. 

Mr. Rice. But they already passed through the accountability de- 
partment for the complete shipment 

Colonel Rreep. That is correct. 

Mr. Rice. That is completely indicative of the lack of internal 
control ? 

Colonel Reep. Completely indicative of the lack of checks and bal- 
ances ; Ves, Sir. 

Mr. Rice. Is that one of the air-base jobs you are talking about ? 

Colonel Rrrp. Yes, sir. 

Mr. Rice. One of the major ones / 

Colonel Rerp. Yes, sir. 

Mr. Rice. All right, sir, go ahead. 

Colonel Rrep. However, ‘I do not make that statement because of 
testimonial knowledge. Iam basing that on reports that have reached 
me. I will not vouch for the source of that information as being com- 
pletely correct. 

Mr. Rice. You would not be surprised, though: would you ? 

Colonel Rerp. No, sir: I would not. I would be surprised if it were 
not correct. 

Mr. Rice. Go ahead. 

Colonel Reep (reading) : 

This practice is further complicated by the fact that some local purchases had 
been made on a verbal or telephone basis, and the paper work based on the 
invoice also. Issues are also being made to project sites from the central 
receiving depot without any paper work accompanying the material. With the 
exception of one installation, no short or damaged reports had been prepared, 
and at that installation the series prepared was the first and was only being pre 
pared and processed to the contracting officer during the period of the survey. It 
is emphasized that it will take several months to put these property accounts in 
condition. 

Due to the fact that local purchases are in much heavier volume than hereto- 
fore on oversea installations and that such volume will probably increase in 
the future, the lack of internal control on materials seriously affects the re 
imbursable audit. It is essential that an adequate purchasing procedure be 
established immediately and adhered to together with controlled receiving 
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procedures. Unless immediate corrective action is taken, it appears that it may 
be necessary to withhold approval of reimbursement on purchases pending 
an inventory. 


The reason for the poor condition of material control can be summed up in 
one word—personnel. At no time have there been sufficient personnel on hand 
to process the incoming supplies and, in addition, a good percentage of the per- 
sonnel available were untrained in supply work on cost-fee contracts. The 
above remarks apply not only to the contractors but to the Corps of Engineers. 
For example, no accountable property has yet reported to the Azores— 
of course, that has nothing to do with this. 

Mr. Rice. Skip that and go to the next sentence beginning “At 
Casablanca.” 

Colonel Reep (reading) : 

At Casablanca the resident auditor, at a meeting with the contractor and 
the accountable property officer, arrived at an agreement to have a voucher 
register established on the property account. The accountable property officer 
and the contractor shortly thereafter decided, without notifying the resident 
auditor, to dispense with the voucher register and install a system which the 
contractor alleged he had used elsewhere. 

Mr. Rice. Now, would you say that was the tail wagging the dog! 

age Reep. Ina great measure; yes, sir. 

Mr. Rice. That, although there was an acceptance-standard pro- 
cedure, the contractor sueceedéd in overriding that and impressing 
his own system upon that which should have been recommended ¢ 

Colonel Reep. Well, the project engineer officer has a great deal 
of latitude in such respects. If an accounting system is reported to 
him and he considers it and deems it adequate, even thought it may 
not conform to a particular type of accounting, if it still covers all 
the elements of good accounting, he probably could accept it. But the 
implication here is that was not the case. 

Mr. Rice. As a matter of fact, what the case was is in the next 
sentence—what the net result was. 

Colonel Rerp. Yes, sir. [Reading :] 

The net result was more confusion with resultant delay in initiating the 
required property controls and procedures, 

And the next, of course, speaks of Tripoli, which is not germane. 

Mr. Rice. I think we will skip the next sentence about Tripoli, 
because it does not affect this job. 

Colonel Reep. Very well. 

Mr. Rice. I would drop down to the next paragraph there. 

Colonel Reep (reading) : 

It appears that, with the present condition of the property accounts, it will 
be necessary not only to reappraise the personnel requirements to provide suffi- 
cient personnel to handle material supplies on a current basis but also to supply 
additional personne! for the sole purpose of taking corrective action on the defi- 
ciencies in the account. 

Mr. Rice. All right, sir. Now, those were some of the findings 
that went over tothe Corps of Engineers in August / 

Colonel Reep. That is correct 4 

Mr. Rice. Then you say as a result of that vou did learn that Mr. 
Bobzien went overseas / 

Colonel Reep. I was so informed in writing by the Office of the 
Chief of Engineers. 

Senator Jonunson. Do you have that information available ¢ 

Colonel Rerep. In writing / 

Senator JoHNson. Yes. 
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Colonel Reep. Yes,sir. If you will pardon me while I look for this.. 

Senator Jounson. If you are having to much difficulty finding the 
information, just make it part of the record. Without objection, it 
will be included at this point. 

Colonel Rrep. Very well, sir. 

That statement was in what we calla DF. That is a distribution 
form from the Office of the Chief of Engineers to the Chief of the 
Army Audit Agency, signed by Colonel des Islets, who was ae roller 
in the headquarters of the Office of Chief of Engineers, in which he 
advised the Army Audit Agency that Mr. Bobzien was on his way to 
Casablanca and Tripoli and the Azores, if I remember correctly. 

Senator JouHnson. We will make that part of the record’ at this 
point. 


(The document referred to is as follows :) 


[Copy] 


Subject: Overseas Operations Under Corps of Engineers Contracts. 
To: Chief, Audit Division, OCA. 
C of Engrs Date: 21 Aug 51 Comment No. 2 
Bobzien/54942 


1. The matters contained in attached letter are being studied by this office, and 
in all possible cases, action is being taken toward correction of the noted con- 
ditions. 

2. In connection with securing of bids by contractors, issuance of letters of 
credit and diplomatic agreements, these subjects will be taken up: with the Legal! 
Division of this office and attempt made to develop uniform and satisfactory 
policies. 

3. With regard to deficiencies in contractors’ internal controls in connection: 
with receipt of materials, property records, time checking and other related 
matters; a representative of this office, Mr. Bobzien is scheduled to make an 
inspection of the Engineer Offices in Ankara, Tripoli and Casablanca, leaving 
New York about 6 September 1951. A complete investigation will be made 
during this inspection as to matters covered in attached letter, as well as all 
other related activities. Mr. Bobzien will arrange to spend some time in the: 
New York Regional Office, AAA, prior to his departure. 

4. With specific reference to par. 3, Comment No, 1, it is believed the reference 
to District Engineer, Mideast District, should be Chief, U. S. Engineer Group, 
Turkey. In this connection, both this office and the North Atiantic Division have 
devoted considerable effort to improving the conditions relative to property ac- 
counting in Turkey, and the contractor has secured additional personnel for 
this purpose. A representative of the North Atlantic Division recently returned 
from a property inspection in Turkey and reports that considerable constructive 
progress has been made by the contractor. The Bandirma, Diyarbakir and 
Ankara Warehouse Sections are reported current and in condition for audit. The 
Resident Auditor, AAA, Ankara, has informally advised the APO that audit of 
these accounts is scheduled to begin 20 August 1951. The Adana, Baliesir, 
Izmir and master non-expendable sections of the account are not yet current, but 
are expected to be in condition for audit within 30 days and should be completely 
current by the time the Resident Auditor schedules them for audit. 

5. Your office will be advised of the actions taken in this matter. 


By ORDER OF THE CHIEF OF ENGINEERS ! 
R. E. M. des ISLETS, 
Colonel, Corps of Engineers, 
The Engineer Comptroller. 

Mr. Rice. I think we should receive for the record also at this time, 
Mr. Chairman, the August 7 report of the Army Audit Agency. 

Senator Jounson. Without objection, it will be incorporated in 
the record at this point. 

(The document referred to may be seen at the office of the Prepared- 
ness Subcommittee.) 
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Mr. Rice. By way of report, what happened next, Colonel Reed? 

Colonel Rerep. The next completely formal written report was 
dated November 21, 1951. It was received by my office, headquarters 
of the Army Audit Agency, shortly after the 1st of December. 

Copies of that report went to the Chief of Engineers, the Assistant 
Chief of Staff G—-4 of the Army, the Inspector General of the Army, 
incidentally—Chief of Engineers, the G—4, and the Inspector Gen- 
eral of the Army. 

Mr. Rice. Now, I wonder if you would review that again. 

Colonel Reep. It went to the Chief of Engineers. 

Mr. Rice. Chief of Engineers, General Pick? 

Colonel Rerp. Yes. The Inspector General of the Army, General 
Craig. 

Mr. Rice. Yes. 

Colonel Reep. General Pick was the first one, General Craig, and 
to the Assistant Chief of Staff G4 of the Army. 

Mr. Rice. And who is that? 

Colonel Rreep. That is General Larkin, sir. 

Mr. Rice. General Larkin ? 

Colonel Reep. He is the G4. This went to the Current Purchases 
Branch of the G-4. 

Mr. Rice. Now, that is the cover letter of J. L. Rubin, associate 
regional auditor of the Army Audit Agency, November 21, 1951, 
directed to you as Chief? 

Colonel Rerp. Yes, sir. 

Mr. Rice. And the accompanying report? 

Colonel Rerep. And the report is the cieoemt that was forwarded 
to those three officers. 

Mr. Rice. And that is also the product of Mr. Rubin? 

Colonel Reep. Yes, sir. 

Mr. Rice. The same date, and was directed to you and had the same 
distribution ? 

Colonel Reep. Yes, sir. 

May I correct my testimony to this degree? That on the 7th of 
November I received a cable, a report of a cable, from Casablanca 
requesting authority for the resident auditor, Mr. Cassidy, and Mr. 
Wriliam Bishop of our New York regional office to appear before the 
American consulate in the trial of three Atlas employees. 

Mr. Rice. Yes, sir. 

Colonel Rerep. That report was sent to each of the three agencies 
just named, 

In addition, I made a report to the Legislative and Liaison Division 
of the Army. I also made a report of that to the Comptroller of the 
Army. 

Mr. Rice. What were those employees charged with, Colonel Reed ? 

Colonel Rexrp. I understand that they were charged with fraud. 

Mr. Rice. In connection with what? 

Colonel Reep. With the contract in Casablanca. They were con- 
tractors’ employees, and I understand there was fraud in purchases 
and payrolls, and such matters. I do not know the exact charge 
against them. 

Mr. Rice. They were Atlas employees conspiring with vendors in 
connection with purchase of supplies? 

Colonel Reep. That is correct, sir. 
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Mr. Rice. What is commonly known as kick-back deals? 

Colonel Reep. That is correct. 

Senator Jounson. What were the results of those trials? 

Colonel Rerp. Three of those individuals, as I recall, were con- 
victed—tried, and sentenced to confinement. 

Mr. Rice. I think one was convicted. 

Colonel Reep. I think one was sentenced to confinement. I am not 
certain what sentence was imposed. 

Senator Jounson. When was that? 

Colonel Reep. The 7th of November. 

Senator Jounson. How in the world do you explain this testimony 
now? I have been trying to read General Pick’s testimony. Un- 
fortunately, I was in Texas at the time. Our counsel said to him: 

Now, we have spent over $100 million over there- 

I will back up a little— 

General Pick. We have internal security people and the contractor has internal 
security people. 

I can assure you that there is plenty of vigilance over there now to see what 
is going on, if possible. 

Mr. Rice. Now, we have spent over $100 million over there. 

General Pick. Yes; but L have not been able to find out that any ofthat has 
been stolen, or that the Government has been defrauded. T found no indication 
whatsoever that there was any concerted effort to defraud the Government. 

Here you are testifying about reports that you submitted in 
November. 

Colonel Rerp. Yes, sir. 

Senator Jounson. And in August. And you heard trials have 

taken place and heard people have been convicted of defrauding the 
Government—conspiring to take money that did not belong to them. 

Colonel Rrep. W se was the word used there—fraud 

Senator JOHNSON (reading) : 

I have not been able to find out that any of that has been stolen, or that the 
Government has been defrauded. I found no indication whatsoever that there 
was any concerted effort to defraud the Government, 

Colonel Reep. Concerted. Now, I do not want to engage in an 
argument about semantics, sir. 

I got a further report, sir. Now, Colonel Ivins of the Inspector 
General’s Department went over there in December, as did Brigadier 
General Lovett, and the report that I got was that General Lovett. 
had talked to Colonel Ivins and that he had asked Colonel Ivins, “Did 
you find any evidence of fraud on the part of the contracts ?” to which 
Colonel Ivins, the Inspector General, replied, “None at all,” or “None 
whatsoever,” something of that sort. 

Now, when you say “connected,” and when you say “on the part of 
the contractors,” well, I never felt that Mr. Knudsen or the heads of the 
firm were engaged. 

Senator Jounson. He did not say “on the part of the contractors.’ 
I am just reading what General Pic k SAYS. 

Now, in the light of these reports, in the light of these trials, in the 
light of these convictions, how can the head of the or ganization come 
in and say to the committee, “Yes: but I have not been able to find out 
that any of that has been stolen, or that the Government has been 
defrauded”? 
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Colonel Reep. The only thing I could say there, sir, then his people 
have not informed him, sir. That. would be the only way out. 

Senator JOHNSON (reading) : 

I found no indication whatsoever that there was any concerted effort to de- 
fraud the Government. 

You found a lot of evidence of effort to defraud, but you do not 
know whether it was concerted or not, is that right ¢ 

Colonel Reep. Concerted—I wouldn't go that far, sir. I don’t know. 

Mr. Rice. Here is something along that line, Mr. Chairman, which 
is the report of Colonel Ivins, made as a result of the investigation in 
November, a copy of which was made available to the Chief of Engi 
neers, Department of the Army. 

Senator Jounson. Wait a minute. I think, in fairness to General 
Pick, I should go on through the rest of this paragraph. It could very 
easily be that the colonel’s memory has failed him and the general 
correct. He said: 

I find there were some people who had run out on the payrolls. L found that 
was among the Arabs primarily. I found out that those Arabs are like any other 
natives in many of the countries I have worked in, they are more like children, 
and when they get sleepy they do not mind sitting down or do not mind going to 
sleep, if they can. 

Mr. Chairman, I saw no evidence of any effort to defraud the Government. 
The one case that I know of, of kick-backs, has been tried. I do not know of the 
other two cases that counsel mentioned there. They were never convicted. 

Colonel Reep. He may be correct on that, sir. He may be correct on 
that. I do not have full information. 

Mr. Rice. For example, he says: 

Control of purchasing was extremely poor. Three minor Atlas employees have 
been charged with accepting gratuities from vendors. One was tried and found 
guilty. The two other cases were awaiting trial. 

I think the record further shows that one of these men, named 
Richardson, is back on the payroll. 

Colonel Reep. I believe that is correct. 

Mr. Rice. Mr. Joseph Banz, who is under indictment, remaims on 
the payroll as of today. 

Senator Jounson. The colonel says it may be that he is in error and 
the general is correct. 1 think we ought to explore that, because if 
General Pick is not aware of any attempt to defraud the Government 
or any defrauding taking place after reading all these reports and 
after trying and convicting the people involved, that would impress 
the committee some. 

If you are in error, that is a different thing. 

Colonel Reep. That is a little hard to believe, sir. 

Well, for example, one case, speaking of the Arabs, just of the Arabs 
going to sleep—I have a report that states that Mr. Bishop, while he 
was over there, checked up with others, went to the contractor. The 
contractor presented that he had 27 time checkers on the job. Our man 
actually went out on a surprise basis to find these 27 time checkers, and 
they definitely established that only 15 of those time checkers were 
present, that about 12 of them were not present, definitely not present, 
as were an undetermined number of other employees. They were not 
Arabs. 

Senator Jonnson. So your point is that the Arabs are not the only 
ones that like to take off and goto slee pt 
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Colonel Reep. That is correct, sir. 

Senator Jonnson. Well, now, was that report made available to 
General Pick? 

Colonel Rerp. I do not remember whether that particular instance 
was, but 

Senator Jounson. That is part of the Bishop report; is it not? 

Colonel Rrep. Yes, sir. I do not know whether he brought out 
that particular instance, but the fact was brought out that the time 
checking was not good, that there was a lot of absenteeism. That 
Was clearly brought out. 

Senator Jounson. You mean the Government was paying for work 
it was not getting ? 

Colonel Reep. Yes, sir; there was absenteeism—payrolls showing 
the man worked when as a matter of fact he had never been near 
the job. 

Senator Jounson. Do you have any idea of the extent of that? 

Colonel Reep. No, sir. I wish I did, then I would know how to 
audit these submissions, vouchers, that are coming in. I wish I knew 
the extent of fraud, how much credence I could give to them. 

Senator Jounson. On yesterday you testified that you had with- 
held $17 million in the month of Rotation, I asked you to get the 
withholding for 11 months. I wondered if that happened to be a 
rather unusual month and you happened to be a little more aggressive. 

Colonel Reep. No,sir. I would like to elaborate on that, sir. 

The contract started out with what we term a letter order, and it 
became a definitive contract sometime in September. So as not to 
use up a lot of the contractor’s money we passed those on a provi- 
sional basis; that is, the auditor scheduled them to make a listing of 
them, the vouchers, the amounts, vendors, and so forth, and he passed 
those for payment provisionally subject to a later definitive order. 

Now, in September we received a report that $17 million had been 
passed provisionally subject to a later definitive order. We are now 
having difficulty attempting to pass those vouchers, that $17 million, 
which has been now cut down; the last report I got, to $13 million. 
And we feel that there is possibly some more of that we can pass, but 
the remainder of that we are not certain because we receive the pay- 
roll now, and we send the payroll back for correction and the pay- 
roll comes in and is perfect. So we cannot tell from that payroll 
how good it is. 

Senator Jounson. Then the total up to date is approximately $18 
million you have been able to pass up to September ¢ 

Colonel Reep. That is one of our backlogs we are working on. 

Senator Jounson. That was through September ? 

Colonel Rerep. Through September. 

Senator Jounson. What has happened from September to March ? 
Are you still working on the payrolls prior to September ¢ 

Colonel Reep. Some of them; yes, sir. 

Senator Jomnson. You have not taken any action on the payrolls 
since that time? 

Colonel Reep.: Yes, sir. 

Senator JouNnson. What has been the result of that action ? 

Colonel Rreep. We have been auditing payrolls 100 percent. In 
other words, we have taken every item on the payroll and have 
checked that. 
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Senator Jonnson. What have you been finding? What have you 
been withholding, if anything? 

Colonel Reep. We have not been withholding on a majority of those 
payrolls. As Mr. Cassidy said yesterday, I think 225 million or 125 
million. Some of them have been passing and some have not. Just 
how much, I cannot tell you. 

Senator Jonnson. That is what I want you to get. 

Colonel Reep. Mr. Bishop will bring that back. He should have 
that information. 

Senator Jounson. When will he be back? 

Colonel Rerp. He should be back today. I expected him Monday. 
That is the reason he went over there, to get that information for me. 

Senator Jounson. What is Mr. Bishop’s status? 

Colonel Rexep. Mr. Bishop is out of our New York regional office, 
and we call him a survey auditor. 

Senator Jounson. When will he be available with his report to this 
committee ? 

Colonel Reep. It should be next week, sir. 

Senator Jonnson. The early part of next week ? 

Colonel Reep. Yes, sir. I am hoping he will be back. I know Mr. 
Cassidy had a nervous breakdown over there and had to be relieved 
because of health reasons, and we since sent another in-charge auditor 
over there, and I think Mr. Bishop is sort of remaining over there to 
see this man gets all the information and gets started off on the right 
foot. 

Senator Jonnson. Then you think Mr. Bishop will be able to bring 
the committee up to date on what has been held up since September ? 

Colonel Resp. I am quite sure. 

Senator Jonson. That is fine. 

Mr. Rice. We will have to put a tracer on him. 

Colonel Reep. I think I am going to have to. However, if he is 
still remaining over there, I know he is remaining over there in a good 
cause, because I think he is going to have to explain to his family why 
he stayed so long when he does get back, sir. 

Mr. Rice. Going back to the cover letter of 21 November, I wonder 
if you would review that with us, Colonel. 

Senator Jounson. I want to ask one more question. You said there 
were 27 time checkers and you found only 15 of them present on the job? 

Colonel Reep. That is correct, sir. 

Senator Jonnson. What isthe duty of the time checker? I may not 
‘be clear on that. I thought the duty of the time checker was to check 
on the time that the other men were on duty. 

Colonel Reep. That is correct, sir. In other words, I believe you 
heard Mr. Cassidy say the men come pick up their brass in the morning. 

Senator Jonnson. It looks like to me your problem is that you need 
some checkers to check on the checkers. 

Colonel Reep. Yes; checkers to check on the checkers. That is what 
we do. We are that. 

Senator Jonson. You are the checker that checks on the checkers ? 

Colonel Rrep. That is correct. 

Senator Jonnson. And you found out the checkers were not there? 

Colonel Reep. That is correct, sir. 

Now, these time checkers, to completely clarify, as Mr. Cassidy 
said, these individuals come by and get their brass. That is a little 
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tag that shows they checked out, comes off a little hook, and the time- 
keeper has that. Not only do they do that, but they actually go out 
on the job and see that these men are actually working at the place 
they are supposed to work at. He does not just-come ‘along and get 
his brass tag and go out on the job and no one pays any attention. 

Senator Srenntis. How does he check back in ¢ 

Colonel Rerp. He turns his tag back m the window at night. On 
an S-hour shift ‘he will probably. pick up the tag at 8 o’clock in the 
morning and turn it back in the evening, and ‘during the daytime 
there will be time checkers actu: ally go out and count the men on the 
job. In other words, they will go to the labor office and they will get 
a list of so many numbers and then they will go out and find the men 
that have those numbers. Then they will take another group, and 
they will get the numbers for them, then they will go back to the time 
office and see if the time office has a record of those. They work it 
both ways. 

Senator Jonson, 1 can understand your plight. I want you to 
clear this up in my mind if you can, and J have sympathy for your 
situation. We have had testimony before this committee, as I assume 
you know, that we had superintendents superintending superintend- 
ents. 

Colonel Rerp. Yes, sir. 

Senator Jonunson. I believe, as Mr. Connolly testified, they had 
supervisors supervising supervisors. 

Colonel Rerp. I read that. 

Senator Jounson. Now you have checkers checking checkers. How 
are we ever going to get to the point where we can eliminate all this 
extra pay except by spot checks? I gather you cannot tell just from 
the payroll that you get whether you ‘have men performing the func- 
tions that they are being paid to per form. 

Colonel Reep. That is correct, sir. 

Senator Jounson. Now what can we do that will insure that men 
are doing the work they are paid to do? 

Colonel Rerp. Get the engineer administrative officer on the job to 
see that the things he is supposed to do and the contractor is supposed 
to do, get them to do those things. 

Senator Jounson. We have had the engineer administrative officer 
on the job. 

Colonel Rees. That is correct, sir, but he has not been doing the 
things he is supposed to be doing. 

Senator JouNnson. General Pick testified here that, as I gathered it, 
he telt he was well represented there. 

Colonel Rrep. We challenge that statement, sir, auditwise, and we 
fee] we are correct in that, sir. 

Senator JoHnson. How far back would you go? Would you go 
back to last August or the inception ¢ 

Colonel Reep. From the inception of the contract, sit 

Senator Jounson. Until when? 

Colonel. Rrep. Until the arrival of the four contractor’s representa 
tives who left the United States on November 7. Conditions began 
to improve when they arrived. 

Senator Jonnson. And in your opinion are conditions satisfactor y! 

Colonel Rerp. The reports, the last reports I received from over 
there were that about the middle of January we could begin to accept 
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the payrolls with the belief that we were not getting any vouchers 
for “dead cats,” if you will pardon the expression. 

Senator Jounson. You mean from the time the job began. When 
lid the job begin ¢ 

Colonel Rrep. It began in the spring of 1951. The exact date I am 
not certain. 

Senator Jounson. From the spring of 1951 until January 1952 ¢ 

Colonel Reep. I would say up to an including December of 1951. 

Senator Jounson. Up to and including December you were re- 
ceiving payrolls that had “dead cats,” as you put it / 

Colonel Rrep. Yes, sir. We feel there were to an extent in that. 

Senator Jonnson. A substantial number ¢ 

Colonel Reep. Well, Mr. Cassidy said yesterday we had deletions 
of three and a quarter million. I think payrolls were runing about 
800,000 every 2 weeks. 

Senator Jounson. In other words you had three and one-half 
million worth of dead eats ? 

Colonel Reep. Until they can get satisfactory support to prove to 
is bevond a reasonable doubt they are not dead cats. 

Senator Jounson. In your opinion, based on the information you 
had from March through December, you had payrolls that ine luded 
three and one-half million for “dead cats.” as you call it / 

Colonel Reep. Yes, sir. They may be able to convince our auditor 
over there his deletion of the three and a quarter million is unjustified, 
but some of our people are rather hard-headed and a little bit difficult 
te convince along that line. But we must see before we will pass it, sir. 

Senator Jomnson. That is vour opinion as of this moment ¢ 

Colonel Reep. Yes, sir. Now that three and a quarter million, the 
contraetor may be able to give us the support we want, but we want 
support, and he has not given us adequate support to date. 

Senator Jounson. How would he give you support on these time 
checkers! I am trying to understand this vast network that is oper- 
ating here. 

Colonel Rrep. I feel that he cannot, sir. 

Senator Jounson. What would it take to satisfy you that 27 men 
should be paid, the 15 you could not find, and 12 more of them / 

Colonel Rerp. If he would strike them off the payroll, I probably 
would accept the payroll, 

Senator Jounson. But suppose he did not strike them off? If he 
could, say, show you they were not asleep or something, would that 
satisfy you ? 

Colonel Rerp. No, sir. 

Senator Jounson. What could he show you ¢ 

Colonel Rerp. I don’t believe there would be anything he could show 
me. 

Senator Jounson. That is the way you feel about the three and one- 
half million you have talked about ? 

Colonel Reep. Yes, sir; that is the way I feel without having further 
information than I now have. 

The way that would work, sir, as far as I see it, would be a dispute 
between the auditor and the contracting officer and would have to be 
settled to the Secretary’s level to be 1 esolved as to how wey ‘vy were going 
to pay the contractor. IT would not pass it for payment, 
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Senator Jounson. What authority do you have in this field where 
they have deviated from the specifications and where the Government 
is not getting what it paid for? 

Colonel Reep. That is not really an audit matter, sir. Our auditors 
usually are not technicians. However, we have regulations that tell 
our auditors they will always be alert for waste, mismanagement, 
things of that sort, and where they feel that there is waste, mismanage- 
ment, that they will report it to the contracting officer. And in cases 
of fraud we do report it up to the Assistant Chief of Staff G4 who, 
in turn, will send it up to the Under Secretary of the Army and to the 
War Frauds Division of the Department of Justice. 

Senator Jonnson. In your opinion so far as this job is concerned 
have your auditors been alert ? 

Colonel Rrep. I know that they have, sir. 

Senator Jounson. In your opinion as far as this job is concerned 
has there been mismanagement and waste ? 

Colonel Rrep. Yes, sir. 

Senator Jounson. In your opinion so far as this job is concerned 
has there been fraud ? 

Colonel Rrrp. Yes, sir. 

Senator Jonnson. And you have reported all the information in 
respect to all these things to your superiors and to the proper Secre- 
taries and to the Corps of Engineers ? 

Colonel Reep. I have tried my best, sir. 

Senator Jonnson. Has any prosecution resulted ? 

Colonel Reep. The only one I know of is civilian employees of the 
Atlas Construction where punitive action was taken against them, sir. 

Senator Jounson. Have you made available to this commitee all of 
the reports you have prepared on this job? 

Colonel Rerep. Yes, sir. 

Senator Jounson. They are now in the possession of the committee ? 

Colonel Rrep. Yes, sir; so far as I know. I will give the committee 
everything I can possibly present to you, sir. 

Senator Jounson. Thank you very much. 

Go ahead, Mr. Rice. 

Mr. Rice. In connection with the November 21 report, is that a 
classified document ? : 

Colonel Rreep. No, sir. 

Mr. Rice. I wonder if you would read through that and we will ask 
questions at the pertinent places. 

Colonel Rererp. I believe originally this was labeled “confidential.” 

Mr. Rice. Yes. It has been down-graded, has it not ? 

Colonel Rrerep. Yes, sir. The confidential part of it I believe now 
has. 

Mr. Rice. Start with “During a survey.” 

Colonel Rrerep. Of the cover letter, sir? 

Mr. Rice. The cover letter; yes. 

Colonel Reep. All right, sir. [Reading :] 

During a survey by a representative of this office of the operations in French 
Morocco on subject contract, certain irregularities— 


and the subject contract, of course, is the Atlas Constructors. 
Mr. Rice. Yes. 
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Colonel Reep (continuing) : 
certain irregularities were noted in connection with local procurement and local 
payrolls, which are being reported herewith in accordance with AI200-7, dated 
June 29, 1951. 

Possibly I should say an “AI” is audit instructions issued by my 
headquarters to the field as to how certain things will be done. 

Mr. Rice. All] right, sir. 

Colonel Reep (reading) : 

Par. 2. It had not been the contractor’s practice in making local purchases 
to obtain competitive bidding, but instead a group of contractor’s employees 
had been assigned to make contact with local vendors to determine availa- 
bility of goods and the prices thereof. Inquiries made by the resident auditor 
of the Army audit agency and subsequent investigation made by the Corps 
of Engineers personnel disclosed that certain of the contractor’s employees had 
allegedly accepted bribes from vendors in-order that the procurement would 
be effected through these vendors regardless of prices or quality. ‘The full extent 
of this practice has not been ascertained since the Corps of Engineers is not 
equipped, either in number or type of personnel, to make investigations of this 
type, but on the basis of information furnished the United States consulate gen- 
eral, arrests have been effected of contractor employees, but to date no trial 
has been held. 

Mr. Rice. Right there, let me ask you about this. You say there 
that the Corps of Engineers is not equipped either in number or type 
of personnel to make investigations of this type. 

There is a recommendation then or report that was made available 
to the Corps of Engineers? 

Colonel Rezp. Yes, sir. 

Mr. Rice. I wonder if you heard the testimony or if you have any 
information indicating that anything was ever done to remedy or 
alleviate that situation ? 

Colonel Reep. Not to my personal knowledge, sir. 

Mr. Rice. I think, Mr. Chairman, we had some testimony from the 
House investigators who were over there in February that they were 
amazed to find only two investigators on this $300 million job. Those 
two men were labeled “public relations officers,” and having in addi- 
tion to their investigative duties, translating jobs and other things 
to do. 

Senator Srennis. Right on that point. When you talk about this 
lack of personnel, you are not talking about engineers themselves, are 
you, men with engineering training; you are talking about investi- 
gators when you say either number or type of personnel to make 
investigations of this type? 

Mr. Rie In other words, to find out who is accepting bribes from 
vendors, to police the job ? 

Colonel Reep. My personal opinion is that should be under the 
Corps of E Sngineers. 

Mr. Rice. The policing? 

Colonel Rerp. Yes, sir. They are by regulation administering the 
contract, but 1 would say that it is my personal opinion the adminis- 
tration of the contract, if any investigation needs to be done, the per- 
son or agency responsible for the administration of it should have per- 
sonnel, because as far as the contractors, it wouldn’t be a good idea to 
have the contractors investigating themselves. 

Senator Stennis. What I was talking about, you are not referring 
there to men who are professional engineers themselves or in the serv- 
ice ¢ 
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Colonel Rrrp. No, sir. 

Senator Srennis. You are just talking about the general run of 
investigators ¢ 

Colonel Rrrp. Yes, sir. 

Senator Srennis. All right; proceed. 

Colonel Rrep (reading) : 

Paragraph 3. It is emphasized that this situation is limited to local purchasing 
which to date has approximated about $11,000,000, but no definite commitments 
can be made as to how widespread this practice is or into what levels of the 


contractor's organization it reached, since no trained investigators are available 
to make the necessary investigations, 


Mr. Rice. So that you repeat there the same finding of a lack—— 

Colonel Reep. A lack of personnel. It is repetition really to give it 
emphasis. 

Mr. Rice. All right, sir. 

Colonel Reep (reading) : 

4. Under the extraterritorial treaty the United States consulate general, Mr. 
J. Medenne, will prosecute, and if found guilty, sentence the individuals involved, 
but Mr. Medenne has stated that his staff is not sufficient for an investigation 
of this size and type, and that he has made request of the State Department in 
Washington for the assignment of the necessary trained personnel to his office 
for investigation and prosecution of such cases. 

I might interject a statement there. I think we have some informa- 
tion that the consulate general said he should not be in the investiga- 
tion business, he should be in the prosecution only, and all he wanted 
was sufficient personnel for prosecution rather than investigative 
staff. 

Mr. Rice. I think your statement is supported by the record here 
on that. We have had previous testimony to that effect. 

Colonel Reep (reading) : 

The consulate general has further stated that investigations, and when neces- 
sary, prosecutions, would be made independent of any recommended action by 
the Corps of Engineers, and that under the powers of his office, Army Audit 
Agency personnel or records would be subpenaed as required for witness and 
evidence. 


Mr. Rice. Right there, what inference is to be drawn by the state- 
ment that this consulate general thought that prosecution should be 
made independent of any recommended action by the Corps of 
Engineers / 

Colonel Rerp. Well, I believe any court in the land should stand 
on its own feet and not receive any recommendations from some other 
agency as to the action the court should take. I don’t think any court 
should be in a position to accept advice or recommendations from the 
Corps of Engineers or the Audit Agency or anyone else. 

Mr. Rice. Would it be fair to assume that the C orps of Engineers 
apparently had been making some recommendation respecting prose- 
cution ¢ 

Colonel Reep. It is rather difficult for me to answer that question. 
Personally, I have no knowledge of just exactly what the situation 
was because I was not personally there and do not know really. I 
think it is implied, and you might infer that is the case from the way 
that is stated. 

Mr. Rice. All right; go ahead. 
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Senator Stennis. What is the idea of reading in these sentences? 
Why could they not be inserted in the record and let him comment 
on such points as you may want him to or he might want to? 

Mr. Rice. Well, sir, except the suggestion of the Chair on this, no 
purpose other than to acquaint us. We just received these this after- 
noon. 

Senator Srennis. All right; go ahead. 

Colonel Reep (reading) : 


It should be noted under the French law the person who gives the bribe is 
considered equally guilty with the person receiving the bribe, so that conviction 
of the Atlas employee will in all probability mean further action against the 
vendors involved. 

5. The Corps of Engineers has ordered the contractor to institute competitive 
bidding. Accordingly, conferences have been arranged with top-level contractor 
personnel and with the steering committee of the joint venture in order to correct 
the situation in this regard. To date the results of such action are not available 
for review and comment. 

6. Irregularities had also been disclosed with regard to hiring of native labor 
in connection with which affidavits had been received from three Arab employees 
stating that 2,500 francs each had been paid to Atlas employees in order to obtain 
positions. To date no action has been taken as a result of these affidavits since 
the contractor's security department has been unable to locate the persons named 
in the affidavits who allegedly accepted the bribes. The extent of the job-purchas- 
ing practice again is not known, but very little has been done to date by the 
contractor in prevention or elimination thereof. Coincident with the initial dis- 
covery of this fraudulent practice, the contractor had stated that signs would be 
posted in Arabic and French indicating it was not necessary to pay a fee in 
order to obtain a job and that an interpreter would be obtained whose functions 
would be to circulate among the various groups of natives and advise them also 
of that fact. To date no such action has been taken. 


Mr. Rice. All right, sir. I wonder if in connection with the support- 
ing report we might not be able to shorten matters here by leading you 
with a few questions. I believe you have a copy there available. 

Colonel Rerp. Yes, sir. 

Mr. Rice. In general, the supporting document, which is again not 
classified, is it ? 

Colonel Reep. It is not. 

Mr. Rice. And is open. Going to page 6, under deficiencies— 

Colonel Rerp. Payroll department ? 

Mr. Rice. Yes. I wonder if you would read that part there. 

Colonel Reep. Yes, sir. | Reading:] 


9. Deficiencies were also noted in the payroll department itself due mainly 
to lack of instruction. Payroll procedures have been written and are satis- 
factory but are not made available to the payroll-department employees ac- 
cording to inquiry made which indicated that only one clerk had seen them and 
then only briefly. This makes for slipshod work. The lack of proper coordination 
is also seen in the recruitment of personnel. A contract was entered into with a 
contractor located in Paris, France, for the hiring of personnel. 

Mr. Rice. Right on that, “A contract was entered into with a con- 
tractor located in Paris, France, for the hiring of personnel”—do you 
have any information about the identity of that contractor? 

Colonel Reep. No sir, I do not. 

Mr. Rice. I think, then, Mr. Chairman, it might be pertinent to 
inject this statement which has come to the committee relating to a 
contractor iIn—— 

Colonel Rerp. Paris, France. 


94341—52—pt. 3——13 
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Mr. Rice. In Paris, France. [Reading :] 


Morrison-Knudsen, one of the six contractors that compose Atlas, the company 
building United States air bases in Morocco, is affiliated with a French company 
named Societe de Construction des Batignolles de Morrison-Knudsen. 


In other words, an affiliated company with Morrison-Knudsen. 


The Batignolles de Morrison-Knudsen firm managed to have itself appointed 
the labor recruitment organization for. Atlas in France. They charge Atlas 
25,000 francs for each laborer recruited in France for the work in Morocco of 
Atlas. Morrison-Knudsen is in effect running a subsidiary organization for the 
jobs in Morocco and the charge of 25,000 francs is pure graft. 

Now, Colonel Reed, does that seem to fit into this statement here that 
a contract was entered into with a contractor located in Paris, France, 
for the hiring of personnel? Do you think it does? 

Colonel Reep. I can see no other answer to it, sir. 

Mr. Rice. Yes. Now in connection with that—and incidentally, the 
person who wrote this in to us said they thought the French Govern- 
ment would be glad to do that recruitment—get the medical examina- 
tion and police records, they would do this for free. 

Colonel Reep. I doubt that, sir. 

Mr. Rice. Even if they did not, the cost would be a fraction of the 
25,000 frances being charged. 

So if you doubt it, that is strictly an opinion. 

But in any event what would be the position taken by the auditing 
department in connection with a fee charging operation of that nature 
where a contractor has an auxiliary who is charging a fee on a fee? 

Colonel Reep. I would question that considerably. 

Senator Jounson. How much fee is involved in this contract ? 

Colonel Reep. I cannot tell you that, sir. 

Senator Jounson. Can you approximate it ? 

Colonel Rerp. No, sir. 

Senator Jounson. Do you have any idea? 

Colonel Reep. I have not read the contract. 

Senator Jounson. You have no idea ? 

Colonel Reep. No, sir; I don’t know what the fee is in this particu- 
lar contract. 

Senator Jounson. What is the normal fee? 

Colonel Reep. I would say problably 10 percent. 

Senator Jonnson. And this job is going to run $455,000,000. You 
are good at mathematics. The fee would be $45,000,000 roughly ? 

Colonel Reep. I would like to have the job, sir. 

Senator Jounson. Now you talk about 314 million dead cats that 
you have found up to now just on the payroll. Suppose they do not 
present to you any proof that they should be reimbursed any of that 
amount, but they still desire to take an appeal. Where does that 
appeal go? 

Colonel Reep. Probably the Board of Contract Appeals, sir. 

Senator Jonson. How many members of that Board ? 

Colonel Reep. I don’t know how many members. It seems to me 
five, but I wouldn’t say. 

Senator Jounson. Who appoints that Board ? 

Colonel Reep. That Board is in existence. 

Senator Jonnson. Is it set up by the President ? 

Colonel Reep. By an act of Congress, I believe it is constituted. I 
am not quite certain of that. 
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Senator Jonnson. Suppose it is disallowed. Do they have recourse 
to the Court of Claims? 

Colonel Reep. They could go to the Court of Claims, yes, sir; as I 
understand it. 

Senator Jounson. Then suppose the fee did not run as much as you 
disallowed ¢ 

Colonel Reep. That is important. 

Senator Jounson. For whom? 

Colonel Reep. For the contractor. 

Senator Jonnson, What about the taxpayer ? 

Colonel Reep. Even more so. 

Senator JoHNnson. Suppose he had a fee coming of 214 million and 
you have found 31% million dead cats already. You call upon him 
for the extra million and he tells you he is already bankrupt. 

Colonel Reep. That would be more unfortunate, sir. 

Senator Jounson. So it would not only be unfortunate for the con- 
tractor who permitted the dead cats to get on that payroll, but it would 
be unfortunate for the taxpayers. Is not there some bond for protec- 
tion ? 

Colonel Rerep. I believe you heard Mr. Cassidy say yesterday and I 
believe we are in a rather safe position because of this 314 million. 
We know that he has incurred costs that will exceed th: it, so that at a 
subsequent date if we do not get complete support for ‘any voucher 
that we question, we will just arbitrarily take and offset against future 
cost submissions by the contractor. 

Senator JoHnson. That would be all right up to a point, but the 
time might come—as I understand it, you have 314 million dead cats 
on the payroll item alone? 

Colonel Reep. It may be they may be able to support a part of it, 
sir. I do not say all of the 314 million is bad. We suspect it is. It 
may not be. But we want to support and we feel that we may get it 
and may not. 

Senator Jounson. There is some $11,000,000 for which you have not 
found support # 

Colonel Reep. Thirteen. 

Senator Jonnson. It was 17 and reduced down to 13. 

Colonel Reep. It will be reduced probably a little further than that 
up to this time. 

Now on the puyrolls we withhold 10 percent, and before the contract 
is completed and he gets final payment we will take a little part of that 
before we pay it all, so as to put a little factor of safety in there inso- 
far as we can. 

Senator Jonnson. Do you know whether they have a bond or not? 

Colonel Rzep. I do not know, sir. They probably have not. I 
don’t believe they have a performance bond, sir. That I do not know. 

Senator Jounson. Do you know why you could not perform this 
work under a lump-sum contract ? 

Colonel Rrep. No, sir; I do not. 

Senator Jounson. Are not many of your contracts lump-sum con- 
tracts ? 

Colonel Reep. None of our offshore contracts are lump sum as far 
as I know. 

Senator Jounson. I did not say offshore. I asked you if many of 
your contracts are not lump-sum contracts ? 
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Colonel Reep. I do not know, sir. They have no connotation on 
them. I know, for example, the Air Force base at Limestone, Maine, 
was cost plus a fixed fee and was converted to lump sum. And the 
housing in Alaska was cost plus a fixed fee and was converted to a 
lump sum. We do not learn of those because they do not have audit 
connation in those. 

Senator Jounson. It is not necessary to do policing on the lump- 
sum contract at all? 

Colonel Rrep. No, sir; that is correct, sir. 

Senator Jounson. You have been in the Army 35 years, you say? 

Colonel Rerp. Yes, sir. 

Senator Jounson. What do you think about these cost-plus-fixed- 
fee contracts ? 


Colonel Rexp. I would say this: There is certainly not much incen- 
tive for savings, sir. 

Senator Jounson. If it were your private business would you be 
very eager to into a cost-plus-fixed-fee contract ? 

Colonel Reep. No, sir; not if I could find a different kind of con- 
tract. But I have been told, well, for example, we find that we have 
difficulty any time that we find a group of contractors banded to- 
gether. We find that we always have difficulty with that type of 
contract. 

Senator Srennis. Why do you band them together? 

Colonel Rerep. According to General Nold, he made the statement 
that no contractor in the United States was large enough by himself 
to swing these things. That I don’t know; I am just quoting. 

Senator Jounson. Why could you not have five different contrac- 
tors for the five different bases? You have five bases you are building, 
have you not? 

Colonel Rrep. Eight. 

Senator Jounson. Eight? 

Colonel Reep. Yes, sir. We are auditing eight. There may be 
others. 

Senator Jounson. I mean this particular group that we are talking 
about. 

Colonel Rrep. Headquarters in five sites. 

Senator Jounson. Now you have five contractors here. Why could 
you not just assign one to each one of those bases? 

Colonel Reep. You will have to ask the engineers. It sounds like 
you should be able to do that. 

Senator Jounson. If you had your way and could get the work done 
you would not have any cost-plus-a-fixed-fee contract anywhere in 
the Government, would you? 

Colonel Rerp. No, sir. 

Senator Jounson. You think it is a wasteful operation, do you not? 

Colonel Rrep. As I said, there is no incentive to save. 

Senator Jounson. That is what you said, but I am asking you what 
you think. You think generally they are wasteful ? 

Colonel Reep. I will answer directly—yes, sir; I believe that is 
correct. 

Senator Jounson. Do you think the contracting agency and the 
Congress ought to consider avoiding the cost-plus-a-fixed-fee con- 
tract every place it can be avoided ¢ 





ali 


n 


~~ 


it 





INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 499 


Colonel Reep. That is correct. And as I understand the engineers, 
while I am holding no brief for the engineers—they want to let lump- 
sum contracts wherever they can. They do not like us too well. 

Senator Stennis. Do not like whom? 

Colonel Rerep. Do not like us too well because we are always finding 
these things and causing a lot of trouble. If they get lump-sum 
contracts they do not have us in their hair and that pleases them no 
end. 

Senator Jounson. Go ahead. 

Mr. Rice. With respect to the supporting report of Mr. Rubin of 
November 21, 1951—you have a copy there? 

Colonel Rerp. Yes, sir. 

Mr. Rice. In the interest of expediency, I think we will submit 
it for the record, but we will hit a few of the high spots here. I will 
read them to you, if necessary discuss them and elaborate on them. 

Colonel Rerp. Very well, sir. 

(The document referred to may be seen in the office of the Pre- 
paredness Subcommittee. ) 

Mr, Rice. It lays the background of the situation there by saying: 

During a previous survey the extremely poor condition of the contractor 
administrative practices and controls had been noted and discussed with the 
contractor's representatives. In the past 4 months the actual basic factors in- 
volved have become glaringly evident, such factors being a general lack of ad- 
ministrative supervision. and failure to act in timely fashion. However, a sub- 
sequent follow-up check will reveal that: 

(a) The corrective procedure has not been initiated, or 


(1) It had been initiated but with amendments which ruined the controls 
or the result sought, or 


(c) It had been initiated but without notifying all people affected with re- 
sulting ineffectual action. 


The next step is either the firing or transfer of the personnel involved, caus- 
ing further delay while the newly assigned employee endeavors to comprehend 
the problems involved and formulate the remedial action required. 

The net result of the contractor’s present administrative practices is to give 
lip service only to the prescribed procedures. 

To sum up, the contractor's administrative organization has not yet been 
welded into a closely knit, well-integrated organization, but is still operating 
as a group of loosely connected, semiautonomous departments whose responsibili- 
ties and relationships are not clearly defined or enforced; in short, ineffective 
top supervision. 

Colonel Rrep. I might say in that connection, going right back to 
these joint efforts, that they usually take a few key personnel from 
the various contractors’ organizations, and they do not have the same 
procedures in each organization. You put them together, and, well, 
you get them into squabbles oftentimes as to who is boss, whose proce- 
dures are going to hold, and it takes them quite some time before they 
get down ‘and get leveled off and get into a close-operating organiza- 
tion. 

Mr. Rice. In any event, these are official findings of the Army Audit 
Agency representative ¢ 

Colonel Rerp. That is correct. 

Mr. Rice. And he goes on to use language like “laxity in planning,” 

“weakness and vacillations in administrative control.” 

Then they get right down to-cases. [ Reading: ] 


Procurement records: It is believed that approximately 1,200 Stateside and 
local purchase documents are missing from the overseas control files. 
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What will happen in a situation like that? 

Colonel Reep. It will be difficult to trace the property, if at all. 

Mr. Rice. They will never be able to support their vouchers sub- 
mitted for payment? 

Colonel Reep. That is correct, sir. However, Stateside purchases, 
that is really property control, because Stateside purchases‘aré audited 
in the United States, and those vouchers are sent over there more for a 
check against the receipt of that property to know what the property 
should actually be that is received at the site. 

Mr. Rice. Then they go on talking about the equipment there. 
[ Reading :] 

Review of the staging area inventory recently conducted by the Equipment 
Department, shows over 500 pieces of equipment not covered by transfer paper. 
On the other hand, when checked against the property listing for this area, the 
result was that 268 pieces which were listed were not found in the area and there 
is no information available as to their whereabouts. 

Petty cash journals: None posted because items not identifiable; no supporting 
whiz tickets— 
what is this word “whiz tickets”? 

Colonel Reep. Warehouse inventory. It is an issuance from the 
warehouse. 

Mr. Rice. To the job? 

Colonel Resp. Yes, sir. 

Mr. Rice (continuing) : 
no appropriate tally-ins. They are self-explanatory. 

Purchases made under the heading of “Petty cash” have actually been substan- 
tial local purchases. 

What is the rule, if any, as to the figure that will be permitted as a 
ceiling for purchases out of petty cash ? : 

Colonel Rreep. That should be procedures in writing approved by 
the project engineer officer. — 

Mr. Rice. Well, approximately what is it, or what should be a good 
sound figure to restrict the purchases from petty cash ? 

Colonel Reep. A hundred dollars. 

Mr. Rice. A hundred dollars? 

Colonel Reep. Something like that. 

Mr. Rice. I understand on this job it is $3,000. 

Colonel Rerp. It may be. It varies; $3,000 is rather high. 

Mr. Rice. You think it is high? 

Colonel Reep. Yes. 

Mr. Rice. You recommend that it be reduced considerably ¢ 

Colonel Reep. I would say because $3,000 in my book is no longer 


tty. 

Mr. Rice. There is nothing petty about that? 

Colonel Reep. No, sir. 

Senator Jonnson. It looks like it is petty here on a job like this the 
way things are being done, but it would not be petty to many taxpayers 
if it were their money, and that is what it is. 

Colonel Rrep. That is a comparative term, sir. 

Mr. Rice (reading) : 

Marking property: Government ownership marking has not been reflected on 


removable property such as waste and water receptacles, fire extinguishers, 
water buckets, et cetera, which should be painted with letters— 
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Showing they belong to the Engineer Corps. 
Colonel Reep. That is correct. 
Mr. Rice. That is to prevent pilferage? 
Colonel Reep. That is correct, 
Mr. Rice (reading) : 


Unserviceable property: No reports received in this connection. 
Inventory adjustment reports: No such reports furnished by depots. 
Requisition control: Worthless. 


Supply procedures: Depots operate from a tangled maze of instructions and 
prohibitions. 


Supply operation: No functional outline of operations; no definition of duties ; 
no flow chart. 


Foodstuffs: Shipments from central warehouses to project areas are con- 
sidered as expended when shipped, even the stock piled at project areas. 

I think we have a very interesting situation that Mr. Cassidy had 
some information on where they had some 6,000 pounds of turkeys. 

Colonel Rerp. Yes, sir; and some had to be buried. 

Mr. Rice (reading) : 

Returnable containers: Fuel, oil, lubricant, drums, steel and wood wire and 
cable reels, as well as bottles, cans, jars, egg crates, produce baskets: Such 
returnable containers supposed to be suitably marked, duly accumulated, and 
returned to vendor. Containers not returnable to be assembled at staging area 
and sale provided for under district engineer direction. No reports ever rendered 
to the property section. 

Here is what I wish you would explain—‘cannibalization.” 

Colonel Reev. All right, sir. 

Mr. Rice. What is cannibalization ? 

Colonel Reep. Cannibalization usually refers to vehicles or ma- 
chinery, and that means the stripping of one machine for spare parts 
to rehabilitate or put in operation another machine which has broken 
down. 

Mr. Rice. So that the cannibal is mechanical ? 

Colonel Rrep, That does not pertain to humans; no, sir. 

Mr. Rice (reading) : 

To date no scale of charges has been established for the treatment of employees’ 
dependents and all medical services including obstetrics have been furnished 
free of charge. 

I think we had some testimony, or there was a suggestion of some 
testimony yesterday, Mr. Chairman, there was a question 

Senator Stennis. I remember that. 

Mr. Rics. That maternity cases were going to the job in order to 
obtain free obstetrics. 

Colonel Rrep. Usually there is a per diem and charge for medical 
services and things of that sort. 

Mr. Rice. I think on the foodstuffs we had a statement here that 
they had a shipment of 6,000 pounds of turkey for last Christmas 
and the turkeys were put on a ship bound for Greece. When it was 
found that the ship. was not to arrive in Casablanca until January 10, 
another 6,000 pounds of turkeys was purchased and flown in at great 
expense. And nobody knows whatever became of the original 6,000 
pounds of turkey that went on the ship. 

Colonel Reep. As far as I know, I cannot answer that one. 

Mr. Rice. We had one here from an Air Force man talking about 
the use of aircraft for airlifting on such stupid items as peanuts and 
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folding chairs. He says: “I can tell you where to find proof that one 
plane brought i in nothing but peanuts.” 

Colonel Rerp. I cannot give you any information on that, sir. 

Mr. Rice. Now, then, asa result of these findings 

Senator Stennis. Mr. Rice, just a minute, if L: may interrupt. Mr. 
Chairman, may I interject a question or two here; I am going to have 
to go for a previous engagement. 

Senator Jounson. Yes, indeed. 

Senator Srennis. Colonel, you were here yesterday when Mr. Cas- 
sidy testified and you heard his testimony ? 

Colonel Reep. Yes, sir. 

Senator Stennis. Of course, you were his superior officer and the 
work was done under your supervision ? 

Colonel Rerp. Yes, sir. 

Senator Srennis. Do you approve his testimony, back it up, and 
think it is correct ? 

Colonel Rerp. There is no question about it, sir. 

Senator Srennis. Is there any indication you found anywhere in 
your work that it is not absolutely up to scratch and truthful? 

Colonel Reep. No, sir; I go with his testimony the entire way. 

Senator STennNis. Do you confirm it and stand on it yourself ofli- 
cially and personally ? 

Colonel Reep. Of course, I have no direct testimony which he has. 

Senator Srennis. I understand. 

Colonel Rerep. But I back Mr. Cassidy to the limit either under 
oath or not under oath. 

Senator Stennis. And on your responsible position you take your 
stand on his testimony ¢ 

Colonel Rep. Yes, sir; I certainly do, and all the term implies. 

Senator Stennis. Thank you. 

Senator Jounson. I wanted to ask you this: One of the Assistant 
Secretaries indicated he thinks this is a major scandal in connection 
with construction jobs. You handle a lot of construction jobs. What 
is your opinion on that? 

Colonel Rerp. I have been with the Army Audit Agency 4 years, 
sir, and I think this is the smelliest one we have ever had. 

Senator Sen ae Colonel, this is not a personal question—— 

Colonel Rreep. Go ahead, sir. 

Senator Stennis. Have you been in the service all these years? 

Colonel Rerp. I am not a “retread,” I have been in continually. 

Senator Jounson. Thirty-five years, I understood you to say? 

Colonel Rrep. Yes. 

Senator Jounson. And in your experience it is the smelliest job 
you ever had anything to do with in the Army or Defense Depart- 
ment ? 

Colonel Reep. Yes, sir; within my experience, that is correct, sir. 

Senator Jounson. This is the worst job you know of ? 

Colonel Rerp. Yes, sir. 

Senator Jounson. And probably the biggest job; is it not ? 

Colonel Reep. It is. I would say probably the biggest job. Not 
probably ; I am quite certain it is. 

Senator Srennis. Mr. Chairman and Colonel and gentlemen, if you 
will excuse me, please. 

Senator Jounson. Certainly. 

Go ahead. 
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Mr. Rice. Now, as the result of the findings of the Audit Agency 
there was a meeting called in November, was there not ? 

Colonel Reep. No. That paper there I believe shows four indi- 
viduals from the contractor’s organization of their‘own volition went 
in to our New York office and consulted with our personnel there as 
to just what this was all about in Casablanca, and they are the ones 
that took off and went to Casablanca on November 7 by air, and 
they are the ones that are in business over there now trying to im- 
prove the contractor’s procedures over there. 

Mr. Rice. I wonder if you would identify those people. 

Colonel Reev. Yes, sir. Mr. Bonny was one. 

Mr. Rice. That is J. B. Bonny, general manager ? 

Colonel Reep. Yes, sir. 

Senator Jounson. Is he the author of this letter on March 14 that 
said this was an unparalleled achievement in the history of the con- 
struction industry ? 

Colonel Reep. I don’t know who made that statement, sir. 

Senator Jonnson. You have not seen that statement ? 

Colonel Reep. I heard it when you read it yesterday, sir. 

Senator Jounson. Is that the same man, counsel, that said to the 
committee and through the committee to the country that this repre- 
sented an unparalleled achievement ? 

Mr. Rice. That is what the record shows, Mr. Chairman. In any 
event, he is general manager of the Atlas or Morrison-Knudsen Co. 

Colonel Reep. That is correct, sir. Mr. Ralph R. Mills. 

Mr. Rice. Ralph Mills is president of Ralph Mills Co., which is 
one of the joint venturers? 

Colonel Rerp. Venturers, that is, contractors; yes, sir. 

oe Mr. J. D. McClary. And, of course, Mr. Bonny, who I men- 
tioned. 

Mr. Rice. Mr. McClary is assistant to Mr. Bonny? 

Colonel Reep. Yes, sir. And Mr. L. R. Manning, business man- 
ager of the Atlas Construction Co. 

Mr. Rice. And he is in the New York office? 

Colonel Reep. I am not sure where he is located. 

Mr. Rice. Yes; the record so shows. 

Colonel Reep. All of these gentlemen went in to our New York office 
and consulted with our personnel there and got a briefing before they 
actually went to the job site in Casablanca on November 7, 1951. 

Senator Jonnson. I want to ask one question here. 

Colonel Reep. Yes, sir. 

Senator Jounson. Has Secretary Pace ever called upon you per- 
sonally for any information you had on this job, or called on your 
superior for these reports that you have been referring to? 

Colonel Reep. He has not called upon me personally. Now, whether 
he has called upon any others along the line, not to my knowledge. 

Senator JoHnson. To your knowledge, has the Under Secretary 
ever read these reports and discussed them with you and your people? 

Colonel Reep. He has never discussed them with me personally or 
with any of my personnel. 

Senator Jounson. So far as you know, all of those reports have 
been written and filed. If the information in those reports has ever 
been received and digested by either the Under Secretary or the Secre- 
tary, you do not know anything about it? 
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Colonel Reep. No, sir. 

Senator Jounson, You know they have never asked you to talk to 
them about it and have never called you in to discuss these details? 

Colonel Rerp. I have never been called upon, sir; that is correct. 

Senator Jounson. It seems to me on a job of this size, involving as 
much reported waste and graft and inefficiency—and probably the 
biggest job in the Army; is it not ? 

olonel Reep. Well, no, sir, there are other contracts we have that 
exceeds that, sir. 

Senator Jonson. What contracts? 

Colonel Rerep. Tank contracts, General Motors, Ford, American 
Locomotive. 

Senator Jounson. In construction jobs? 

Colonel Reep. No, sir, not in construction. 

Senator JoHnson. This is the biggest construction job in the Army ? 

Colonel Reep. To my knowledge this is the largest construction job 
we have, sir. 

Senator Jounson. It seems to me it should command the attention 
of the biggest people in the Army. 

Colonel Rreep. It would seem so, sir. I would agree with that. 

Senator Jonson. But so far as you know, they have never asked 
you for any of these reports or any of this information ? 

Colonel Rexp. No, sir. These reports rendered by me are in com- 
pliance with standing regulations. I have a regular routine procedure. 

For the record, it might be well to state that I have made these re- 
ports in compliance with paragraph 1-303-—b, Army Procurement Pro- 
cedures, March 1951. 

Senator Jonnson. Has General Pick ever personally discussed 
these with you? 

Colonel Reep. No, sir. 

Senator JoHnson. Has his deputy, General Nold? 

Colonel Reep. No, sir. 

Senator Jounson. In other words, when you file—— 

Colonel Rerep. May I correct that statement, please, sir? At a con- 
ference we had on the 22d of January, General Nold was present for 
probably a half hour, in which we were discussing ways and means 
of the Army Audit Agency, the Engineers, and anyone else concerned, 
getting together so as to put this on the track and get it going properly. 

Senator Jonnson. That is after—when was the New York hearing? 

Mr. Rice. January 11 and 12, Mr. Chairman. 

Colonel Rreep. General Pick was absent at that time. General Nold, 
who was Acting Chief of Engineers at that time, was present at that 
conference or that meeting. The Engineers called it, incidentally, 
upon our request. 

Senator Jonnson. How long have you held your present position ? 

Colonel Reep. I have been in this position since August 3, 1950, sir. 
I was regional auditor of the New York regional office of the Army 
Audit agency prior to that. I went to that office on about February 1, 
1948, 

Senator Jounson. I assume that you have had problems similar to 
these develop on other jobs? 

Colonel Reep. Yes, sir. 

Senator Jonson. Although not to such great 

Colonel Reev. Magnitude; no, sir. 
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Senator Jounson. Such great magnitude? 

Colonel Rrep. No, sir. 

Senator Jonson. Now, in the past has it been the policy of your 
superiors to discuss such reports with you and ask you to elaborate 
on them and make your recommendations ? 

Colonel Reep. I have never discussed anything personally with 
Mr. Pace. I have never discussed anything personally with General 
Pick, Chief of Engineers. 

Senator Jounson. Did you discuss anything with his predecessor ? 

Colonel Rrep. No, sir. 

Senator Jonnson. Did you file any such reports with his prede- 
cessor ¢ 

Colonel Reep. We have never filed a report such as this. 

Senator Jounson. What do you mean that you never filed one such 
asthis? You mean this is the strongest report ? 

Colonel Rerp. This is really what we call a report of suspected 
fraud. Now, I have filed several reports of fraud in other areas, but 
I have not filed a report of fraud on a construction job similar to this 
before, sir. 

Senator Jounson. This is the first one you have run into? 

Colonel Reep. On the construction, yes, sir, on this particular type. 

Senator JoHnson. Do you think it is unusual ? 

Colonel Reep, I won’t say this is the only one we have, sir, but—— 

Mr. Rice. You mean at the present time ? 

Colonel Reep. That is correct, sir. 

Senator JoHNson. How many do you have? 

Colonel Reep. Of that Iam not quite certain. 

Senator Jonnson. Too many to count? 

Colonel Reep. No, sir. I have a few that I am not absolutely 
certain of, that I am suspicious about, and we are trying to get the 
information to report it so that we want to run it down and see 
if it is bad, and that it will be reported so that action may be taken. 

Mr. Rice. At this point, would you want to say whether you have 
reports available relating to project Blue Jay ? 

Colonel Reep. We will have a report on project Blue Jay within 
a few days, sir. 

Mr. Rice. Have you had previous reports on Blue Jay ? 

Colonel Rerp. Verbal reports, sir. 

Mr. Rice. And in general are the findings happy ones there? 

Colonel Reep. No, sir. 

Mr. Rice. Is it your impression that a serious situation is develop- 
ing in connection with project Blue Jay, too? 

Colonel Reep. Yes, sir. 

Senator Jonnson. Isn’t it one of the large overseas construction 
projects? 

Colonel Rerp. Yes, sir. That is one of the eight that we have. 

Senator Jonnson. Did General Nold, following our New York 
hearing, January 11, report to your division warnings that we brought 
to his attention about Blue Jay at that time? 

Colonel Reep. The question of Blue Jay was brought up at the 
conference on the 22d of January 1952. We discussed not only Casa- 
blanca but some of the other overseas sites as well at that time. 

Mr. Rice. Project Blue Jay is one operated by joint venturers 
called North Atlantic Constructors; is it not? 
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Colonel Reep. Yes, sir. 

Mr. Rice. They are in New York City, at 61 Broadway, I believe? 

Colonel Regp. I think that is the correct address. 

Mr. Rice. In connection with the allegations or reports that are 
coming in on project Blue Jay, would you say that they are related to 
the quality of the work performed or more looking toward the pro- 
curement phase or corruption ? 

Colonel Reep. It isthe control 6f property, sir. 

Mr. Rice. Control ? 

Colonel Reep. Control of property. 

Mr. Rice. Control of property? 

Colonel Rerp. Yes, sir. 

Senator Jounson. The committee will take a 5-minute recess. 

(Short recess. ) 

Senator Jonnson. The committee will be in order. Proceed. 

Mr. Rick. Now, there is something that you may be able to throw 
some light on. 

Senator Jounson. Wait a minute, Counsel. Did you ask him for 
the Blue Jay report as soon as it is available? 

Mr. Rice. We will. I donot think we have. 

Senator Jonson. Let’s do it right now. 

Colonel, as soon as this Blue Jay report is available, I would 
like to have it brought to the attention of this committee. 

Colonel Reep. Very well, sir. 

Senator Jounson. We asked General Nold in our January hear- 
ing for information about Blue Jay, and this project, too. I would 
like the report you people are going to have available soon for the 
committee. 

Colonel Reep. The survey is being conducted at the present time 
and the report should be issued soon. 

Senator Jounson. When do you expect it? 

Colonel Reep. A matter of days, sir. 

Senator Jounson. Go ahead. 

Colonel Rerep. I am anxious to receive it because I would like to 
know what to do about that one, sir. 

Senator Jounson. Do you have adequate personnel to perform the 
functions and the responsibilities imposed upon you under the exist- 
ing situation today—the emergency situation, with all this construc- 
tion going on? 

Colonel Reep. Would you please repeat that, sir? 

Senator Jounson. Do you have adequate personnel to permit you 
to live up to your functions and responsibilities under the present 
emergency conditions ? 

Colonel Rrrp. Not entirely, sir. 

Senator Jounson. Will you elaborate on that? 

Colonel Reep. Yes, sir. 

Senator Jounson. Do you mean by that you are unable to perform 
the responsibilities that are incumbent upon you to see that these ac- 
counts are properly audited ? 

Colonel Rerp. No, sir. 

Senator Jounson. Tell me just what you do mean. 

Colonel Rrrp. As you will recall, sir, there was a limitation of 
500,000 civilian employees imposed upon the Department of Defense 
under the freeze imposed as of August 31, 1951. That meant that 





INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 507 


we had to cut off recruitment at that time, and as a result of that cut- 
off I made.a critical report on the 22d of October 1951 to the Chief of 
Staff of the Army. 

Senator Jounson. Will you submit a copy of that report to this 
committee ¢ 

Colonel Reep. I can get it; yes, sir. 

Senator Jonnson. You are taking notations? 

Colonel Rerp. Yes, sir. 

That went to the Chief of Staff, sir, of the Army, and based upon 
that critical report I received an additional authorization of 195 
civilian personnel spaces. 

Senator Jounson. What did that report say, in effect? 

Colonel Rexp. That the freeze was detrimental insofar as the audit 
effort was concerned. Because of the ever-increasing procurement we 
had an ever-increasing audit workload, which could not be met within 
our then existing personnel authorization. 

I received 195 additional spaces in the latter part of 1951 and 200 
additional spaces in about January 10, 1952. 

In addition to that I am authorized an additional 669 enlisted mili- 
tary spaces, 

I might elaborate on that enlisted military spaces, sir. 

Senator Jounson. I would like for you to. 

Colonel Reep. As men are being inducted into the service, they are 
being interviewed. Men who have graduated from an accredited 
school with a major in accounting and have had some ry 
experience are earmarked for the Army Audit Agency. To date I 
have received 187 of that 669. Those men are now becoming available 
to me. 

Senator Jounson. Are those draftees? 

Colonel Rerp. Yes, sir. Those men are now being made available 
to me. 

Incidentally, I am sending six to Casablanca on April 5. I am 
sending two to Saudi Arabia on that same date, and I am starting 
to pic k out men to go to the northern perimeter later on. That is the 
Blue Jay, sir. 

Senator Jonnson. Yes. 

Colonel Reep. So when it comes right down to the personnel, I had 
a great fear we would be behind in our audits. We do have some 
backlog at the present time. However, I do not feel that backlog is 
alarming. I do not feel that the Army Audit Agency is going to 
fall down on the job. 

Senator Jounson. How many employees does the Army Audit 
Agency have? 

‘Colonel Regn. Right at the present time our total over-all strength 
is 1,400. 

Senator Jounson. How many of those are military? 

Colonel Rerev. About 350 of it, sir. 

Senator Jounson. And you are going to get 669 additional mili- 
tary / 

Colonel Reep. That is correct, sir. That is my present authoriza- 
tion. 

Senator Jounson. That gives you a total of about how many? 

Colonel Reep. That will put me well over 2,000. My projection is 
that we will need probably 3,200 employees by June 30, 1953 
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Senator Jonnson. Do you have any idea of the total amount in 
dollars of money held up by your agency during the last fiscal year? 

Colonel Reep. No, sir. I om that figure available in the office, 
but I cannot give you that figure here, sir. 

Senator Jonnson. Will you supply it for the committee? 

Colonel Reep. Yes, sir; but they are classified. 

That figure is not completely indicative of our operation. 

Senator Jonson. Do you care to elaborate on that? 

Colonel Reep. Yes, sir. 

I wouldn’t say that our deletions are completely a savings. 

Senator Jounson. I do not draw any such inference from your 
statement. I am well aware that the Board may overrule you. First, 
at a later date they may establish to your satisfaction proof that 
permits payment. Second, the Board may overrule you, and, third, 
the Court of Claims may overrule you. 

Colonel Reep. Yes. 

Senator Jounson. And maybe the Congress will pass a special bill 
in a very meritorious case. But it does somewhat indicate the ques- 
tionable items, the items that require additional proof at least. 

Colonel Rreep. Some items, sir, they cannot prove. For example, 
we will not allow interest on the cost-plus-a-fixed-fee contract similar 
to the one we have here. We do not allow interest on borrowed capital. 
That is not a reimbursable cost. Entertainment. Advertising. 

Transfer of stocks on their books. A number of items of that type. 

It is rather difficult to convince an enterpriser sometimes that is 
not an allowable item of expense, because for income tax purposes that 
is allowed. But we contend there is no entertainment necessary to 
get an Army contract or a Government contract, interest on borrowed 
capital, and those items. 

Senator Jonunson. I am wondering about that. I do not want to 
spend too much time on this. But as to interest—these bills are paid 
by private contractors, are they not? 

Colonel Rerp. Yes, sir. 

Senator Jounson. Now, it seems to me they would have to have a 
pretty large capital to make the procurement purchases on a job of 
$450 million and that they would use that money for some time before 
the audit is completed and final payment made. 

Colonel Rerp. We have an auditor, for example, in Casablanca— 
we have auditors right on the job there. As soon as they pay an in- 
voice they submit it to us. We will audit it, pass it to the contractor, 
and he approves, it goes back to the disbursing officer, and they receive 
a check. 

Senator Jounson. How long does it take? 

Colonel Reep. That varies according to location. I know in three 
cases right now that if an invoice is received before noon by the con- 
tractors, it is paid before the close of business of that day. If it is 
received after noon it is paid before noon of the following day. 

Senator Jounson. If it is paid. 

Colonel Reep. Sir? 

Senator Jounson. If it is paid. 

Colonel Reep. It is paid. 

Senator Jounson. I say if it is paid. Suppose you turn the thing 
back to require further proof. 
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Colonel Rerp. Again, that is based upon a provisional certificate 
by our auditor. It is paid. And, of course, if we get a voucher that 
comes along that cannot be paid, we immediately take a deletion 
against it, send it back to him, and take an offset against the next 
voucher that comes through that we can pay. 

Mr. Rice. They can make disbursements right at the job-sites. 
They have officers there for that purpose, do they not ? 

Colonel Reep. No. I would say it would be rather unusual to find 
a disbursing officer at the same location as the contract. 

Mr. Rice. I think in this case they do. 

Colonel Reep. Yes, in this particular case. Iamsorry. My apology. 
In this particular case there is a disbursing officer adjacent to the site. 

Mr. Rice. Following up the chairman’s suggestion as to the number 
of auditor personnel, there is a reference in the Inspector General’s 
report to this effect: “The authorized strength of the audit office”— 
and incidentally this was made in December—“was reported to be 
11 auditors and 4 clerks.” 

What audit office are they talking about there? 

Colonel Reep. Sir, when this job first started we were told that 
there would be the headquarters at Casablanca and five sites. 

Mr. Rice. Is that your audit office or the contractor’s audit office? 

Colonel Reep. No, sir; that is our personnel. And we felt that we 
needed six men at the headquarters and one man at each site, which 
would make a total of 11 auditors, which, based upon our past experi- 


ence, should be sufficient personnel to handle a contract of that size, 
a normal contract. 


Mr. Rice (reading) : 
The actual strength was six auditors, two of whom were on the site, leaving 
the chief auditor and assistant in Casablanca office. This number was totally 


inadequate to perform auditing duties on a contract of such magnitude. Com- 
missary, mess accounts, and neither of the contractor's property accounts have 


been audited. 

Colonel Rrep. That is correct. The reason is because they are not 
in condition for audit. We could not audit them. 

Mr. Rice. Do you accept that criticism? 

Colonel Rreep. No, sir; I do not, not as a whole. At that time, the 
time that report was made, we had the headquarters, and two sites in 
operation. 

Mr. Rice. Have you changed anything since receiving that report? 
I think a copy was made available. 

Colonel Reep. Yes, sir; we have changed it materially. 

Mr. Rice. What have you done? 

Coloned Reep. Because we found that our estimate of the 11 indi- 
viduals to audit all sites, based upon the way this contract has gone, 
where we found that we have to go in, and we have to carefully scru- 
tinize every piece of paper that comes through, it takes more audit 
personnel. So asa result we now have over there 15. 

Mr. Rice. You have seen additional personnel in line with the sug- 
gestion made here ? 

Colonel Reep. Yes, sir. But had the contract been a normal con- 
tract, when it was in complete existence, based upon our experiences, 
the 11 men should have been enough to handle the headquarters and 


the five sites, and at that time there were headquarters and two sites 
in existence. 








510 INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 


Mr. Rice. Now, then, again in the Wise report, as it is called, which 
was made, I believe, in September or October— 
contractor personnel worked for months with excessive overtime, and the dis- 
trict engineer has never enforced the rule for procuring advance approval. 

It is obvious there is a rule that there must be advance approval 
where overtime is authorized. Now, when overtime takes place with- 
out approval, is there any procedure for any recapture or renegotia- 
tion arrangement as a matter of fine? 

Colonel Reep. We would question that, and we would probably 
send it to the engineer officer on the site for his complete study and 
approval before we certified that voucher for payment. 

r. Rice. In other words, it is possible, then, for the district engi- 
neer to authorize, as the Latins would say, nunc pro tunc? 

Colonel Rrep. Yes, sir. 

Mr. Rice. Now for then? 

Colonel Reep. Yes, sir. 

Mr. Rice. After the deed is done? 

Colonel Rerp. Yes, sir; that is correct. 

Our normal procedure is to have written procedure covering all of 
those things, how workers work, the number of hours, and usually 
any department that desires to work overtime will get prior approval 
before they do the overtime work. That is normal procedure, sir. 

Mr. Rice. Do you know whether or not any investigation is being 
performed in connection with that fire in the warehouse where the 
property receipts were kept? 

I notice here the same report, the Wise report, says that local pur- 
chases of oil were never weighed or checked for quantity received ; 
auditors were required to make payments based on the vendor’s 
statements. 

Colonel Reep. He says an auditor is required to make a payment? 

Mr. Rice. Auditors were required to make payments based on ven- 
dor’s statements. Not necessarily talking about your auditor. 

Colonel Rrep. I don’t know what auditor they would be talking 
about. But our auditors are completely independent and will not 
take orders. 

Mr. Rice. What is the responsibility of your Audit Agency in cases 
where you have a fire which results in a loss of these supporting 
vouchers or documents? 

Colonel Reep. Personally I would say we would call a board of 
officers to determine what the losses were and why. I wouldn’t make 
an independent personal determination of those things, nor would 
my auditor make a personal determination of a loss of that type. I 
would rather submit*it to a board to make a determination. 

Mr. Rice. Do you know whether that is being done in connection 
with that warehouse fire there? 

Colonel Rrrp. I didn’t know they had a warehouse fire there. 

Mr. Rice. I might make that by way of suggestion to you and you 
check into it. 

Colonel Reep. Yes, sir. 

Mr. Rice. Along that line, Colonel Reed, as we mentioned yester- 
day, there have been a number of things come to the attention of the 
committee, and it is being suggested that the committee assist you and 
suggest to you some of these things so they can be coordinated to get 
into some of these allegations. 
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I have listed here four or five which I will run over briefly. 
For instance: 


That there were complaints of unnecessary travel in connection with the pro- 
curement officers out of the New York office of the Atlas company. For example, 
a man was sent to the Bates Chevrolet Co., in Lima, Ohio, in connection with an 
order for trucks even though it was known at the time that the trucks in ques- 
tion had already been shipped. 


In other words, he took a little week-end junket after his job had 
been accomplished. 

Colonel Rrep. It sounds like a little subterfuge to cover up a per- 
sonal trip. We would question that. 

Mr. Rice. Again— 


There seems to be a rising practice whereby bidders who are offering material 
for sale are told that if the specifications call for immediate delivery that will 
obviate the necessity for competitive bids and the award will be made on a 
higher price. 

Specifically, we have an allegation that the Kansas Packing Co. 
was awarded a contract in December for a quarter of a million pounds 
of meat because they specified immediate delivery, and their bid was 
$6,000 higher than the next three bidders. Someone made a mistake as 
to the time the ship was coming in and immediate delivery was not 
received. 

There was some testimony, too, in the past few days about obtaining 
fork lifts. 

Colonel Reep. To answer the first question on the purpose, we would 
delve into the necessity for making an emergency purchase. 

Mr. Rice, Yes. 

Colonel Reep. We would make a determination as to whether there 
really was an emergency and why. 

Mr. Rice. And if it proved that it was not really an emergency 
purchase ? 

Colonel Rreep. Our auditor would undoubtedly take deletion, dis- 
allow the excess cost. 

Mr. Rice. Then the record shows there were some 80 fork lifts— 
you understand what they are? 

Colonel Rrep. I know fork lifts, yes, sir. 

Mr. Rice (continuing). Bought from the Bond Industrial Equip- 
ment Co., 585 Washington Street, New York City; and that the neces- 
sity for as many as 80 was very questionable. And further, that the 
arrangements for crating the same fork lifts, I believe, by Babe Bros. 
in Newark, N. Y., was seriously doubted, whether it was necessary 
these things being crated. 

Colonel Reen. I think you have two questions there: First, whether 
or not any fork lift trucks were actually needed. 

Mr. R ce. Yes. 

Colonel Reep. That would not be audit determination. 

Mr. Rice. It would not? 

Colonel Reep. No, sir. 

Mr. Rice. Who would be responsible for that ? 

Colonel Reep. That would be the engineer in charge, because that 
was a technical question on which I do not believe an auditor is 
capable of passing, on the type and amount of equipment to be used on 
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a job. I think we would be getting pretty far afield if we began to 
question that. 

Mr. Rice. Suppose that came to the attention of the audit agency— 
that obviously a mistake had been made or an error. 

For instance, we had some testimony that the clerk had added an 
extra zero to an order. 

Colonel Rexp. As I said a little while ago, we have that AI, audit 
instructions. ; 

Mr. Rice. Yes. 

Colonel Reep. Out to all of our personnel—that a lot of these 
things are not the primary functions of an auditor, but that he will 
at all times be alert for waste, mismanagement and fraud, suspected 
fraud. At any time that the auditor becomes aware of or believes that 
this may exist, as I say, we serve management, and when those things 
come to our attention we try to bring it to the attention of management 
and point it out, whereas we may not be able to make a determination. 

I know that oftentimes on checking labor, there are certain union 
rules, and where we feel that there is idle plant equipment, idle labor 
we will bring it to the attention of the management concerned, and 
he is conversant with union rules and things of that sort. But we do 
bring those things up. 

Mr. Rice. If an obvious error or questionable practice does come to 
your attention you will take action ? 

Colonel Reep. Oh yes, sir. As I say, we attempt to serve manage- 
ment. When we feel that something—when some of these things 
appeal to the auditor as being wasteful, we try to bring that to the 
attention of management. 

Mr. Rice. How about a situation like this? I think Witness Leahy 
testified there was an award made of a contract to procure or to buy 
a steel hangar from Pacific Iron & Steel Co. out on the west coast; 
that no bids were solicited; and there was an unusual amount of 
pressure exerted by certain individuals in the Atlas procurement 
office and even the Corps of Engineers to buy this particular hangar 
from the Pacific Iron & Steel Co. at an unusually high cost; and that 
the hangar was of inferior quality. What would the audit agency do 
in connection with an allegation of that type? 

Colonel Reep. We would inquire into the reason for not asking for 
bids or arriving at a contract by negotiation. 

Mr. Rice. And if it is found that the allegation is true that no bids 
were solicited when they should have been, what happens? 

Colonel Rrep. Based upon the circumstances we would probably 
take a deletion on that, too; yes, sir. 

Mr. Rice. That would go against the contractor ? 

Colonel Reep. Yes, sir. 

Mr. Rice. It would be up to him to try to get it back? 

Colonel Reep. Yes. 

Senator Jounson. Colonel, I want to ask you about a copy of a 
letter I have that was written to Congressman Hardy on March 14, 
I have a copy I will make available to you. It is by the firm of con- 
tractors called Atlas Constructors, a joint venture. 

I will ask you to take that letter and study it over the week end. 
I made that letter a part of this record yesterday. It is available in 
the transcript. The Army is getting a copy of the transcript, I assume. 

















INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 513 


Colonel Reep. I asked that question, sir, and as I understand from 
Mr. Rice a copy would not be given to the Army. 

Senator Jounson. I assume that the Army wants one. They can 
arrange with the reporter to get one. 

Colonel Reepv. I understand the Chief of Engineers will get one, sir. 

Senator Jounson. If I were in your place I would see if I could not 
arrange to get one either through your own facilities or through some 
other agency. 

Colonel Reep. I would like to have it. 

Senator Jonunson. I was rather astonished this morning when I 
had a conference with some of the Secretaries who are making decisions 
on what should be done about this situation to find out that neither 
the Under Secretary nor the Assistant Secretary nor the engineer who 
came to discuss the decision had read the testimony. One of the 
Assistant Secretaries indicated that in his opinion it was a major 
scandal. If we do not have time to read the testimony involved in a 
major scandal, why, we had better take the time. 

Now, since the accuracy and perhaps the integrity of your Depart- 
ment is involved in this letter, I should like for you—a man of fine 
reputation and many years of faithful service to this country—to take 
it and read it very carefully. Make such checks as you need to make 
to satisfy yourself as to the validity of Mr. Cassidy’s statement and 
the testimony that he has given before this committee under oath. 

On yesterday you did not hesitate to embrace that testimony and 
today Senator Stennis again had you express your opinion of it. 

I want specifically to call your attention to the other side of the case. 
We want to hear it all. We are not going to pass judgment that will 
destroy the reputation of any individual or any firm without giving 
them an opportunity to be heard. That is one thing this committee 
insists upon. 

Now, we might say that the first few days here have been prosecu- 
tion; the next few days may be defense. The judgment may be differ- 
ent tomorrow than is indicated today. But we want to get all the 
facts. 

Colonel Reep. Yes, sir. 

Senator Jonnson. I just want to read briefly some of their state- 
ments: 


An American construction company on overseas location is simply the American 
tourist, magnified to the nth degree, and therefore a most attractive prospect. 

We are positive that were we able to shop without restriction we could have 
procured, and could procure now, a considerable amount of material at lower 
prices than circumstances permitted. 

May we point out two other facts in this connection? 

First— 


and this is what I direct your attention to— 


in all cases where competitive bids are not employed in buying, we act only on 
specific directives from the Government contracting office— 
T assume that is the engineer in charge. 

Colonel Reep. Yes. 

Senator Jounson (continuing) : 


and, of course, his directives are keyed to the strategic necessity for speed and 
the urgency of performance. 


Now, I do not care about their comments on what governs the engi- 
neer officer in charge. I imagine he can explain that without the 
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contractor’s explaining it for him, and I know the first defense on 
anything is speed. That always comes in—that it has to be in a 
hurry—and many times it is justifiable. 

But I want to get your opinion in the light of all of these reports 
that you have read and that you have reviewed and that you have 
testified to. In your opinion is this a true statement: “In all cases 
where competitive bids are not employed in buying, we act only on 
specific directives from the Government contracting office”? Is that 
true on this project? 

Colonel Reep. Their purchasing should be made in that manner. 

Senator Jonnson. I am not asking you if it should be made. You 
listen to my question. Iam asking you whether it was made. Is that 
a true statement in your opinion ? 

Colonel Reep. I don’t believe that it is. 

Senator Jonnson. All right. [Reading:] 

Second, we would like to suggest that even in cases where competitive bids 
are called and items allocated to the low bidder, the effectiveness of the bidding 
process is reduced. We would like to suggest that even in cases where com- 
petitive bids are called and items allocated to the low bidder, the effectiveness 
of the bidding process is reduced. 


Do you know what he means by that? 

Colonel Resp. No, sir, that does not sound right to me, sir. When 
you give the low bidder—I cannot follow that, sir. That is beyond 
my comprehension. I cannot make sense of that statement. 

Senator Jonnson. You are supposed to follow him and are sup- 
posed to stay right close to them and supposed to protect us taxpayers. 

Colonel Reep. I agree with that one, but when he says to give the 


contract to the low bidder ruins something, I cannot follow it. 

Senator Jounson. It does not say ruins. He says, “The effective- 
ness of the bidding process is reduced.” 

Colonel Reep. I cannot understand that, sir. It is beyond my 
comprehension. 

Senator Jonnson (reading) : 

We are compelled to supply information on items required to the French 
mission prior to calling for bids. Once more, the signboard principle applies. 
Once more, “They see us coming,” and this, as your committee well knows, Mr. 
Chairman, is completely outside our control. ; 

So much, for the moment, on procurement, buying, and bidding. Permit us to 
turn to the question of efficiency. 

Atlas Constructors have frankly been shocked at allegations—quoted in the 
press—that runways we constructed in North Africa were failures because of 
faulty craftsmanship, substandard techniques and disobedience to specifications. 

The simple, blunt truth, Mr. Chairman, is this: 

There has been no failure of any runway constructed by Atlas Constructors. 

That goes to construction questions which I guess you cannot an- 
swer. 

Colonel Reep. No, I would not venture an opinion on it. 

Senator Jonnson. I do not want to take your time. I want you 
to read every sentence of this carefully and be prepared to testify on 
parts of it when you are recalled. 

I want to stress this, we want both sides. [Reading:] 

But may we also reemphasize, with all the earnestness at our command, that 
we are proud of the work performed, both as to quality and as to quantity. 

That seems to be somewhat different from the opinion. you have of 
the quality. 
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Colonel Reep, Quite, sir. I would even go beyond that. Of course, 
I cannot pass judgment on construction. 

Senator Jounson. Here we get into the “facts”—where they say: 

Earlier in this statement; Mr. Chairman, we categorically denied all allega- 
tions of slipshod work. Repetition will do that denial no harm. Therefore, we 
deny it again. 

We have never ignored, modified, or overlooked a specification. 


That is work we will have to talk to the engineers about. 
Allegation No. 2: Excerpts from the report of the Associated Press. 


I do not know about the United Press and INS and the rest of the 
people, but the- Associated Press here is being quoted, and I want to 
call their attention to it. 


Excerpts from the report of the Associated Press for February 28, 1952 

“Mr. William J. Cassidy, resident auditor of the Army Audit Agency, testified 
that he found instances of kick-backs on purchase of supplies.” 

Facts: Knowing that there is always a possibility of employees soliciting 
kick-backs we are continually on the alert for this, and whenever there is even 
a suspicion of any form of such action, we have made the necessary investiga- 
tion of that suspicion. Our investigations have resulted in one arrest and con- 
viction and two arrests of employees, one of whom is still on trial, the other has 
been dismissed. 

(b) “Payment of commissions of purchases to purchasing department per- 
sonnel,” 

Then there is an answer on “Facts” on Cassidy’s charge of kick- 
backs on purchases of supplies. 

I would like to have you explore that very thoroughly. If there is 
one kick-back, it may be like the little fellow who was playing poker, 
and he made a big bet, and a fellow called him: 

“What you got’ 

“T got aces. 

“How many aces? 

“One aces.” 

If we have one kick-back, we want to know it. If there are more 
kick-backs, we want them brought in here and put in the record. 
{ Reading :] 

Payment of commissions on purchases to purchasing department personnel. 

Facts: This is allegation (a) all over, except told in different language. 

If that is true, I want you to tell it in language we can understand. 
We expect to hear further from Mr. Cassidy, but as his superior I 
want you to go into this. [Reading:] 

(c) “Conspiracy to boost prices.” 

Facts: It is entirely possible that conspiracy among vendors in the area for 
the purpose of boosting prices did exist. Perhaps does exist. We don’t choose 
the venders from whom we buy. The French liaison mission in French Morocco 
does the choosing. Not Atlas Constructors. 

Have you got any comment there? 

Colonel Reep. No, sir. 

Senator Jonnson. Do you know? 

Colonel Rep. No, I do not. 

Senator Jonnson. I was under the impression from the testimony 
here that the contractors were going out and buying from anybody 
that they wanted to buy from—buying wood, buying flooring, ani 
buying eggs and everything else. 
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Colonel Reep. Mr. Cassidy’s testimony there about cable and things 
of that sort, they went to whoever had it, and it would seem that the 
vendors, as I get it, would be the contractor’s choosing. 

Senator JoHNSON (reading) : 


(d) “Lack of control over workers, mainly Arabs, who were charged 1,000 
francs (about $3) to get their jobs.” 

Facts: It is implied here that Atlas or some employee of Atlas is charging 
each Arab who gets a job 1,000 franes. That, of course, is absurb, Mr. Chairman. 
All Arabs hired in Morocco must clear through the French police for security. 
They are screened by local authorities. Atlas has no way of knowing if these 
men are charged 1,000 francs for their jobs; but we do know that neither Atlas 
nor any of its employees have been guilty of this exploitive practice. 


Would you check any vouchers that may come through on that and 
give us some facts in detail about that when you come back? 

Colonel Reep. A voucher would not disclose that, sir. 

Senator Jounson. Would they have some kind of payment ? 

Colonel Rzep. No, sir. 

Senator Jounson. That would have to come from the employees, 
I guess. 

Colonel Reep. The only.thing I recall along that line, sir, I think 
Mr. Cassidy said he had three affidavits from Arabs that had been 
discharged. 

Senator JoHNsoNn (reading) : 

(e) “Excessive drinking, loafing, and sleeping by employees, resulting in the 
firing of 1,000 in 1 day.” 

Facts: Of course there have been instances of drinking, loafing, and sleeping 
on the job. The guilty employees have been summarily dismissed when discov- 
ered. It should be remembered, Mr. Chairman, that our job utilizes some 13,000 
employees, scattered over hundreds of square miles of territory. It would be 
most interesting to discover any one or any combination of policing experts who 
could insure that each and every employee was diligently at work at all times. 
The “firing of 1,000 in 1 day,” is quite a different matter. These men were laid 


off in a “reduction of force” on the Nouasseur base by direction of the district 
engineer when work was being curtailed. They were all local Arabs. 


Now I just want to observe that no one expects any supervisor to 
be sure that each and every employee, as they put it, is diligently at 
work at all times. 

Colonel Rerp. That is correct. 

Senator Jounson. But if they want to find whether policing experts 
can clean this thing up, this committee is going to do it if they do not. 

We have not had the impression that all 13,000 employees were 
wasting all their time, but we have received reports that too much 
time is being wasted, too much loafing is taking place. 

Colonel Rrep. When you cannot find 12 out of 27 time checkers—— 

Senator Jounson. We intend to pursue it further. [Reading:] 

Charge—“The Government was considerably overcharged because of failure 
to obtain bids and other loose practices of the contractor.” 

That refers to Mr. Cassidy now. That is your department. That 
is your outfit. You either bring something you can stand behind 
or not. 

Colonel Rexp. I do. 

Senator Jounson. I want you to get the facts and just A, B, C them 
for us before this thing.is over, so that even a Johnson City, Tex., boy 
can understand them. [Reading:] 


The Government was considerably overcharged because of failure to obtain 
bids and other loose practices of the contractor. He added he estimated the 








INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 517 


overcharge at from 25 percent to 110 percent during a 6 months’ period on local 
purchases. 
Facts: Mr. Cassidy’s estimated overcharges are his opinion. 


I want to get your opinion, too, Colonel, and the opinion of anybody 
else who can throw some light on these facts, because I am not accept- 
ing the answer as the facts. [Reading:] 

The central fact is that the Government most certainly was not overcharged 
because we failed to obtain bids. Once again, permit us to say that we refrained 
from taking bids only when specifically directed to refrain by the contracting 
officer. He has the authority, and we abide by it. 

Our position is really very simple: 

When the contractor follows a specific, written direction of the Contracting 
Officer, the contractor most certainly cannot be accused of loose practices. Com- 
mon sense disputes it. 

I want you to take this letter, and I want you to do all the investigat- 
ing you need, and I want you to bring me every specific example that 
is available to you to either substantiate or refute these points: If 
you cannot substantiate them, just say so, because we all make mis- 
takes, and all that this committee wants is facts. 

Colonel Reep. All right, sir. 

Senator Jounson. Have you any other questions? 

Mr. Rice. No more questions. 

Senator Jounson. We will call you sometime next week. You have 
been very helpful and very patient, and I think we are fortunate to 
have a man like you serving this country. 

Colonel Regp. Thank you. 

Senator JoHnson. You are excused. 

For the benefit of the record, I want to say we started making our 
inquiries after we had heard considerable complaint, beginning first 
with Mr. Holmes Alexander, a newspaperman, who pointed up many 
examples of waste in this construction. After we obtained a special 
counsel, Mr. Rice, we planned to have hearings in December which 
had to be postponed until January, and were held in New York. 

At that time we asked the Deputy Chief of Engineers to get certain 
information and to make certain studies of these projects and report 
back to the committee. 

In my absence in Texas, the Assistant Secretary of Air and General 
Pick and other generals were heard by the committee. 

Congressman Hardy’s people had done some very fine work in 
this investigation, and we had numerous conferences about it. At 
Congressman Hardy’s suggestion, in order to avoid duplication, he 
made available his information and the facilities of his staff to our 
staff, and we are grateful for that. 

Following testimony of 2 or 3 days, I communicated with the As- 
sistant Secretary of Air who had previously testified, with the Secre- 
tary of the Army, Mr. Pace, and with the Under Secretary of the 
Army, Mr. Alexander. Late yesterday Mr. Pace called me and told 
me that he had been in a long meeting with the Chitf of Engineers, the 
Under Secretary of the Army and other interested officials. 

This morning the Under Secretary of Air and Assistant Secretary 
of Air had a conference in my office, at which Senator Stennis was 
present, and this whole matter was thoroughly reviewed. Secretary 
Pace was leaving immediately for Texas to visit the Operation Long- 
horn and he delisnid his departure until he could learn the results 
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of this meeting at which time we gave his representatives our views 
in some detail. 

The chairman has received a letter dated March 21, which I want 
to read. It reached the committee about:4:45 and was signed by Mr. 
Alexander for Frank Pace, Jr., Secretary of the Army. 

The letter reads: 


Deak SENATOR JOHNSON : As the result of the concern your committee feels over 
the work being done on the Moroccan air bases, which I share, and as the result 
of the facts which have been brought out, both at your hearings and by investiga- 
tions made by the Army and the Air Force, I am writing.to tell you the remedial 
steps which I have taken and plan to take. I have no hesitancy in saying that, 
due to a variety of causes, the work has not all been satisfactory or in accordance 
with the standards set and usually followed. 

(a) I am taking the following action: 

1. I am directing that energetic action be taken to recover all money which 
may be shown, through testimony developed by your committee or otherwise, to 
have been improperly spent. 

2. My assistants and I will continue to examine carefully all testimony before 
your committee and shall take remedial action when appropriate. 

3. The heads of the companies which have the contracts will be asked to meet 
us in Washington next week, they will be informed frankly of the unsatisfactory 
features of the work to date, and they will be put on notice that these features 
must be corrected unless action to terminate or suspend the contracts is to follow. 

4. I shall order the Inspector General to investigate thoroughly whether the 
remedial actions recommended by him have been‘carried out here and in French 
Morocco. 

5. I shall ask an outstanding authority to examine the situation both in 
Morocco and in this country, independently of Army, Air Force, or Atlas, in 
order to be sure that proper remedial action has been taken, and to recommend 
whether further steps are needed. If it should then appear that further 
changes are required, I shall make them. 


(b) The following are some of the actions we have already taken: 

1. In order to improve supervision of the project, at my request the Chief of 
Engineers has assigned additional personnel to it. Brig. Gen. Horvell E. Walsh 
has been detailed to command a new engineer division in the Mediterranean 
area, and the Moroccan air bases will come under his supervision. His past 
record in Alaska and elsewhere, both of accomplishment and of cooperation with 
the Air Force, leads me to believe that he will be most effective. Likewise, Col. 
Jack P. Campbell, former district engineer at Chicago, Ill., and Lt. Col. R. P. 
Davidson have been ordered to proceed to Morocco, arriving there shortly. They 
will relieve Colonel Derby and Lieutenant Colonel Haseman in the East Atlantic 
district, which includes French Morocco. Any further action with respect to 
Colonel Derby and Colonel Haseman should in my opinion await the time 
necessary for them to assist their reliefs in learning their duties and the time 
necessary for us to hear what they may have to say with respect to any charges 
made against them. I will, of course, follow up energetically to see that what- 
ever action may be appropriate is taken. 

2. Six additional officers of senior rank have been detailed to the East Atlantic 
District (Morocco) as area engineers. The civilian staff has also been increased 
by both technical and administrative personnel. 

3. Beginning with notification from the Air Force on January 15, 1952, that 
the emergency phase of the work was over, regular work schedules have been 
established and regular procedures reinstituted. This will include reduction of 
the ea ae workweek to a maximum of 60 hours and elimination of excessive 
overtime. 

4. The audit team 6f the Army Audit Agency has been increased in order to 
make final audit of the reimbursement vouchers, and two additional auditors 
are being assigned on a permanent basis. 

5. Upon the insistence of the Army, a vice president of the Morrisson-Knudsen 
Co. is now the resident manager of Atlas (the joint contractor group) in French 
Morocco. 

(c) In addition, and at the suggestion of your committee, I have given spe- 
cific consideration to the advisability of suspension or termination of the con- 
tract by reason of the deficiencies charged. I have concluded that we should 
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not suspend or terminate the contract at this time, for two reasons: first, that 
I believe the remedial steps taken and to be taken while work proceeds will 
remove the principal sources of trouble; and second, because of the added cost 
and delay that would result from suspension or termination. However, your 
committee may be assured that I intend to determine promptly whether the 
reinedial actions are adequate, and if I feel that they do not suffice to put this 
operation on an entirely satisfactory basis, I shall then order 
termination of some or all of the contracts. 

As to suspension of procurement in New York by the contractors, I am told 
that it would involve ultimate delay in shipments overseas, and therefore plan 
to require satisfactory assurances from the contractors when meeting with 
them next week that the practices to be followed then will be sound. If such 
assurances are not received, we shall then suspend procurement in New York 
by the contractor. 

In concluding, let me repeat what I have already said to your committee, that 
we are thankful for the facts which you have brought to our attention and shall 
continue to seek to remedy weaknesses thus revealed. 

Sincerely, 


suspension or 


ARCHIBALD ALEXANDER 
(For Frank Pace, Jr., Secretary of the Army). 

That is typical of Mr. Pace and Under Secretary Alexander. When 
they have the facts, they take prompt action. I know the committee 
appreciates the action that they have taken as a result of the dis- 
closures that have been made. 

The committee plans to pursue this matter with all diligence; to do 
everything it can to help the Army and the Air Force, and, most par- 
ticularly, the taxpayers to get value received. 

We believe that this reassuring letter, this forthright letter of Sec- 
retary Pace’s, is welcome news not only to the committee but to every 
American who has read about this mess. 

He has not spent a lot of time justifying, explaining, denying and 
covering up. He has met the issue head-on. He has relieved those 
who needed relieving and he has instituted steps that should have been 
tuken a long time ago. Iam glad that he has taken action a few hours 
after this matter was first brought to his attention. 

Only two of these bases have been constructed; work is proceeding 
on a third one, and the contractors have not started to work on the 
others. It may very well be necessary to make additional stringent 
efforts. But this is a warning to this group of builders and to all the 
other builders in this country who have Government contracts, that 
we do not intend to tolerate incompetency or inefficiency or waste, 
whether it involves a sack of coffee or many millions of dollars. We 
must be supremely prudent and careful to see that we get to the bottom 
of all the facts in this case, because this is the largest construction job 
this country is operating and it should command the attention of not 
only the best builders but the best men in the service. We cannot ask 
our boys to leave their families and leave their homes and leave their 
schools and go out to die with the knowledge that there is going to be 
a lot of leeching on the very bases from which they are expected to 
fly to protect the free world. 

We are going to insist that specifications and plans be made before 
these things are undertaken. We are going to insist that the specifica- 
tions be adhered to closely. We are going to insist that the laws and 
regulations be obeyed. 

The committee will take a recess until next week. 

(Whereupon, at 5:20 p. m., the subcommittee recessed, subject to 
the call of the Chair.) 
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FRIDAY, MARCH 28, 1952 


Unirep States SENATE, 
PREPAREDNESS SUBCOMMITTEE OF THE 
CoMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 2:30 p. m., room 212, 
Senate Office Building, Washington, D. C., Senator Lyndon B. John- 
son of Texas presiding. 

Present : Senators Johnson of Texas (presiding) and Hunt. 

Ashbrook P. Bryant, chief counsel; Downey Rice, special counsel ; 
George H. Martin, staff consultant. 

Senator Jounson. The committee will come to order, please. 

For the past few weeks we have been holding intensive hearings on 
the construction of air bases in North Africa. During that period we 
shelved temporarily an equally important investigation, our inquiry 
into the so-called Blue Jay base. Our temporary postponement of the 
hearings on that project was quite proper since little or no construction 
work was done on Blue Jay during the winter. Meanwhile work was 
going on in North Africa and it was imperative that we press that 
investigation. But now another construction season on the Blue Jay 
job is approaching rapidly. If anything is to be done it will have to 
be done within the next few weeks. 

If the committee members recall, our January hearings in New 
York unearthed ‘several peculiar features of the Blue Jay operation. 
We ran into a first-class security muddle, amazingly high wage rates, 
and the somewhat unusual practice of paying men just to stay at home 
and wait for a call to go to work. I understand that some efforts have 
been made to straighten out the security middle but so far we have just 
barely scratched the surface on the high costs. 

We have called this hearing today to take testimony from Col. Harry 
E. Reed, head of the Army Audit Agency in Washington. 

I understand that Colonel Reed has compiled some important data 
which will be very helpful for the committee’s consideration and study 
of this matter. 

Colonel Reed, will you please come forward ? 

Colonel Reep. Yes, sir. 


TESTIMONY OF COL. HARRY E. REED, CHIEF, ARMY AUDIT AGENCY 


Senator Jounson. Colonel Reed, you were sworn when you were 
here the other day ? : 
Colonel Rerep. Yes, and I am reminded [ am still under oath, yes, sir. 


Mr. Rice. You are Col. Harry E. Reed, R-e-e-d, and you are Chief 
of the Army Audit? 
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Colonel Reev. Washington, D.C. That is correct, sir, _ 

Mr. Rice. And that is the agency charged with checking into the 
expenditures on these overseas air base construction projects? 

Colonel Rerp. That is correct. 

Mr. Rice. Now when you were here the other day, I believe at the 
conclusion of your testimony, you talked about the Blue Jay project, 
which we understand is the air base construction project in Greenland. 

Colonel Reep. It is north of here; sir. 

Mr. Rice. The Army Audit Agency, I believe, has prepared some 
report in connection with the findings of your men in connection with 
that project? 

Colonel Reep. That is correct, sir. 

Mr. Rice. Do you have copies of that with you, Colonel? 

Colonel Rexp. I do. ; 

Mr. Rice. I wonder if you have an extra copy there that the chair- 
man can use? 

Colonel Reep. Yes, sir. 

Mr. Rice. We are referring then to report of March 19, 1952, and 
that was prepared by whom? 

Colonel Reep. That was prepared by our New York regional ottice, 
180 Varick Street, New York City. 

Mr. Rice. Whose signature is that ? 

Colonel Reep. J. L. Rubin, who is the associate regional auditor, 
New York regional office. 

Mr. Rice. Mr. Rubin is here today ? 

Colonel Reep. He is. 

Mr. Rice. That report is directed and disseminated to whom? 

Colonel Reep. This report is directed to the district engineer, Corps 
of Engineers, 61 Broadway, New York, N. Y., attention of the con- 
tracting officer. 

Mr. Rice. Do you know his name, the name of the district engineer? 

Colonel Reep. I believe that his name is Colonel Solomon. I am 
not completely certain of that. 

Mr. Rice. I believe that is right. So that a copy goes to the district 
engineer and what other agencies? 

Colonel Reep. When this was received in my headquarters office, 
I sent a copy to the Chief of Engineers, to the Inspector General, and 
to the Army Assistant Chief of Staff, G-4, among others. 

Mr. Rice. That all relates to this Blue Jay project ? 

Colonel Reep. Yes, sir. 

Mr. Rice. Now merely so we understand the size of what we are 
talking about—incidentally, this report is not classified, is it? 

Colonel Reep. That is correct. 

Mr. Rice. It is perfectly all right to talk about it? 

Colonel Reep. Yes, sir; so far as I know. I know nothing about 
it that would restrict the discussion of this particular document. 

Mr. Rice. How much is involved in the over-all in the findings of 
the audit agency in money ? 

Colonel Reep. Well, referring to the report on page No. 1, para- 
graph 3—A and the materials receiving inspection procedures, it says 
approximately $80,000,000 of materials have been procured by the 
contractor and routed in the main through Norfolk for ultimate ship- 
ment to Blue Jay. 
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Mr. Rice. You mean by that that some $80,000,000 has already been 
expended for materials and equipment as distinguished from salaries, 
wages, labor, and other expenses ¢ 

olonel Reep. Yes, sir. These are actual construction material 
and/or kitchen equipment, things that would be used at the site, mate- 
rials that would be used at the site. 

Mr. Rice. At that point I would like you to refer to page 3, para- 
graph 3, and tell us the condition of the accountability at the moment 
for that material. 

Colonel Reepv. That is a subparagraph, subparagraph 3, appearing 
on page 3, and it states in part: 

The contractors at Blue Jay are such that as of the present date approximately 


50 percent of all materials received—whether inventoried or not—is still un- 
accounted for on formal receiving and inspection reports. 


Then reading further in the same paragraph, subparagraph (b) : 


Material procurement procedures: Noting the prevalence of certain impro- 
prieties which marked the contractor’s procurement practices, the resident 
auditor was compelled to institute suspension action of the most flagrant cases, 
which approximate $1 million. 

Mr. Rice. “And represented apparent loss to the Government.” 

Senator Jounson. You mean no hope for recovery ? 

Colonel Rerep. That I cannot say, sir. Seemingly it is an appar- 
ent loss to the Government, and we will not be able to determine that 
without further delving into all of this. 

Senator Jounson. I thought the testimony the other day was that 
where they flagrantly disregarded the regulations you could take it 
out of their fee. 

Colonel Reep. Not out of their fee, sir, as I recall it. We will take 
a deletion. For example, this has been paid. This is a cost-plus- 
fixed-fee contract, and on current or subsequent submission for reim- 
bursement to the contractor we will take an offset and will not pay 
him, we will withhold this amount of payment from subsequent 
vouchers as they are presented, sir. 

Senator Jonnson. It looks like it would be a loss to the contractor 
then, and not a loss to the Government. 

Colonel Reep. Until such time as we determine this cannot be paid 
or it can be paid. It is against the contractor, sir. We will not 
reimburse him. The contractor has spent his money in purchasing 
these things. Then he submits his voucher to be reimbursed. 

Senator Jonunson. Where does the Government lose? That is 
what I want to know. 

Colonel Reep. If the $1 million which has apparently been paid 
here—if we let that go, it would be a loss to the Government. But 
our auditor here has said that he has instituted suspension actions, 
which would be to protect the Government and take that money away 
from him on a subsequent reimbursement. For example, there is 
a million dollars here. Now, if on the first of next month he sub- 
mitted a voucher calling for reimbursement to him for money he has 
spent of $5,000,000 we would suspend a million and give him his 
$4,000,000, 

Senator Jounson. So what, in effect, you are doing here is saying 
you are instituting steps to recover a million dollars that otherwise 
would be lost? 

Colonel Rep. Yes, sir. 
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Senator Jonnson. Go ahead. 

Mr. Rice. To continue further along that line of reasoning, you 
have a statement somewhat in the nature of a summation on the lasi 
page which might be pertinent at this point ? 

‘olonel Reep. Yes, sir. On the last page, page 5 to be specific, a 
continuation of paragraph 4, it reads as follows: 

For further information it is advised-that total Government reimbursement 
to date under the subject contract has approximated $100,000,000, with respect 
to which the aggregate possible loss to the Government as a result of the fore- 
going is indeterminable. 

Mr. Rice. There you are taking into consideration not only this 
million dollars we are speaking about but other situations where ma- 
terial has been paid for, which was not received and other situations 
pointed out in the body of the report, so that it is possible then that 
the aggregate loss would be considerably more than a million dollars? 

Colonel Rsep. Yes, sir. 

Mr. Rice. And you are not in a position to estimate that at this 
time ? 

Colonel Reep. No, sir, not to tell you how much it actually is. I 
might say here there is some more to that particular paragraph. Of 
course it is well known that during the winter months construction 
stops and is at pretty much of a standstill and sometimes in the very 
near future when the weather clears up, they will again start the 
contract. So there is another sentence on there in which we state: 
Prompt corrective action by the contractor at this time is particularly significant 
and urgent since the resumption of full-scale operation at the project site will 
begin as soon as the spring season arrives. 

So we want to get these corrective steps taken by all concerned. 
We are going to report to management that there are certain things 
wrong and we are trying to get everyone to make a correction so that 
the project when it opens up and gets under way again will be a clean 
operation. 

Mr. Rice. We take it then that you are suggesting a positive plan 
of action where there has not been a positive plan in the past? 

Colonel Rerp. Yes, sir. That is the whole tenor of this report, 
pointing up these things, that these happened in the past and we do 
not want them to happen, we are going to preclude them in the further- 
ance of this contract. 

Mr. Rice. In connection with that lack of positive action in the 
past, has that been brought to the attention of anybody, and if it has, 
in what form ? 

Colonel Reep. I would rather that Mr. Rubin would testify to that, 
because he has been closer to this project in New York than I have 
here, and he has in his files letters and things of that sort which have 
actually gone to the contractor and to the contracting officer. 

Mr. Rice. I wonder if you would take a look at the last paragraph 
on page 5? 

Colonel Reep. All right, sir. 

Page 5: 

All of the above information has been previously brought to the attention of your 
office by way of Department of Defense Form 396, Notice of Costs suspended 
and/or disallowed, correspondence, conference, and so forth. However, in 


view of the formal summary advice presented herein, specific data on any question 
will be furnished you by the resident auditor upon request. 
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Mr. Rice. In interpreting that you would then say that these mat- 
ters have been formally brought to the attention of those responsible 
in the past by at least three different methods—these suspension forms, 
by other correspondence and by actual physical conferences. 

Colonel Reep. Yes, sir. 

Mr. Rice. Are you able to tell us whether or not in your opinion any 
constructive action has been indicated as a result of that? 

Colonel Reep. I feel that conditions are improving. 

However, I do not think that they are perfect at the present time 
or completely acceptable to us at the present time. That is the reason 
we wrote this letter as of this date, to try to get those conditions 
improved. 

Mr. Rice. In other words, you feel this is a situation for serious 
concern ? 

Colonel Rerp. We certainly do; yes, sir. 

Mr. Rice. I think it would help probably if you would give us a 
few illustrations or tell us some of the major findings as to what we 
are talking about in the way of possible loss or deficiencies or malprac- 
tices that your men have run into on the job. 

Colonel Reep. As regards this particular letter on the contractor’s 
purchasing procedures, we feel that he has indulged in quite a number 
of things that we do not consider to protect the interest of the Govern- 
ment and will probably waste the money of the Government. 

Mr. Rice. Do you feel, in appraising this job along with the French 
Moroccan project, that it is slightly distinguishable from the point 
of view of the loss or waste because the wasteful or questionable prac- 
tices here relate primarily to the procurement of materials and equip- 
ment. as distinguished from loafing on the job and waste of labor that 
was mentioned so frequently on the other jobs? 

Colonel Reep. So far as I know, the only thing I have received 
officially here is this document, which is procurement rather than on 
the labor end of it. 

Mr. Rice. I refer you to page 3 of the report here, down near the 
bottom of the page. There is a statement made that the “procurement 
malpractices took the following forms.” 

Read those over and see if you can interpret them. 

Colonel Reep. On the bottom of page 3 is subparagraph (2) to which 
you refer. 

Mr. Rice. Subparagraph (3) b, and subparagraph (1) procurement 
malpractices. 

Colonel Reep. Yes, sir. That paragraph reads as follows: 

(1) Furnishing incomplete or inadequate specifications to all but certain 
vendors, thus precluding receipt of meaningful bids, if at all, on a truly com- 
petitive basis. 

Do you wish me to continue ? 

Mr. Rice. I take it your findings are, there was an absence of com- 
competitive bids there? 

Colonel Rrep. We do; yes, sir. 

Mr. Rice. Was anything given to you to account for not using the 
standard procedure of getting competitive bids? I think you have 
something to say about that on page 4 in the last paragraph there. 





526 INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 


Colonel Reep. I shall read paragraph 4. That is on page 4. 
[ Reading :] 

This office has fully appraised the significance of the foregoing information in 
light of all other considerations including the exigency of the contractual under- 
taking at the hazardous site involved. However, the complete waiver or sub- 
stantial abandonment of vital controls, accounting or otherwise, by the contractor 
cannot receive acquiescence of the Army Audit Agency solely because of the 
military urgency, especially in a mofietary operation which may ultimately 
approach 10 figures. 

Mr. Rice. Right there, interpreting that language, you would say 
that the same reason apparently has been offered for the failure to 
adhere to the accepted standards and usual practices on the Blue Jay 
job as we found on the Atlas job. 

In other words, the urgency of the work is the excuse, if you may 

call it that, covering a multitude of questionable practices. 

Colonel "Reep. We find some similari ity between the two of them; 
yes, sir. 

Senator Jounson. You have been in the Army 35 years? 

Colonel Rerp. Yes, sir. 

Senator Jounson. Have you ever known of a job whose completion 
was not urgent ? 

Colonel Reep. Possibly no job I have ever had was not urgent. 

Senator Jounson. Have you ever found a project where they waived 
specifications, or did not follow the regulations, or did not require com- 
petitive bids and then did not give the explanation that the job was, 
urgent? Is not that generally the excuse? 

Colonel Rrxp. I find probably that is quite generally true, sir. 

What I was going to say is, in my 35 years of experience I have only 
been in the audit business for about 4 years. So lam not qualified to 

talk about all this contracting business completely, and I have only 
been with the Audit Agency headquarters fora year and a half. 

Senator Jonnson. You have been in the service 35 years ¢ 

Colonel Rerp. Yes, sir. 

Senator Jounson. What is the usual thing when you make one of 
these audits and point out that they should follow regulations and 
adhere rigidly to specifications, and require competitive bids wherever 
possible? What is the general excuse they give you? 

Colonel Reep. In these particular cases we find in these offshore con- 
tracts that the crash nature of the program is resorted to. 

Senator Jonnson. My question is, what is the general explanation 
they give you? 

Colonel ‘Re ED. That is offshore. We do not find this difficulty on the 
continent, sir. 

Senator Jounson. You never do find any irregularities on the 
continent ? 

Colonel Reep. Oh, yes; we find irregularities. 

Senator Jounson. When you find these irregularities what is the 
general explanation they give you? Why do they occur ? 

Colonel Rrep. They are just for as many reasons as there are 
deviations. 

Senator JoHNson. What are some of the reasons—in a hurry ? 

Colonel Rerp. No, sir; not on the continent. Some of it is due to 
lack of know-how possibly in a particular field. They say they are 
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not able to procure the materials at certain places—for various reasons. 
I cannot highlight any particular one at this particular time. 

Senator Jounson. They do not get urgent on the continent; it is just 
offshore where they have these urgent projects ? 

Colonel Reep. As a general rule that is true. We find that most 
of the construction—at least I believe a lot of construction on the 
continent is on a fixed-price or lump-sum basis. We have not too 
many cost-plus-fixed-fee type of contracts for construction in the 
United States. 

Senator Jounson. And, comparatively speaking, the offshore con- 
struction is generally characterized by many more violations of your 
regulations and specifications and by failure to obtain competitive bids 
and so forth than is true with domestic construction ¢ 

Colonel Rrep. That is so. 

Senator Jounson. What is the estimated cost of this project ¢ 

Colonel Reep. I do not know what the top figure is on that, sir. I 
understand that is classified. Ido not know. 

Senator Jounson. You said it was not classified. 

Colonel Reep. This particular one; but the over-all figure in the 
contract, I believe, is. 

Senator Jounson. You just read the figures a minute ago. 

Colonel Rerp. I said, in here I read that this contract may run into 
10 figures. , 

Senator Jounson. What do you mean by 10 figures? 

Colonel Reep. A million would be 1 and 6 figures and there will 
probably be 10 million there and 4 more would be 100 million. That 
would come up to a billion there. 

Senator Jounson. Put it in language that I can understand. Iam 
not very good in arithmetic. 

Colonel Rerp. Nor am I, sir. 

Senator Jounson. You are the-finance expert here. You are the 
head of the Audit Agency. 

Colonel Reep. I said I was not an auditor. 

Senator Jounson. You understand these figures and I do not. What 
is the figure—a billion dollars? 

Colonel Reep. That would be indicated here, sir. 

Senator Jonnson. All right; go ahead. 

Mr. Rice. I think, Colonel, possibly we would be interested in some 
examples of these procurement malpractices. Perhaps you would like 
to suggest that someone on your staff join you here? 

Colonel Reep. I would rather not on that. I have competent people 
here who could testify to all those things much better than I. 

Senator Jounson. Would you like to call them up now? 

Colonel Rerp. We would be very happy to, sir. 

Senator Jounson. All right. Why are they? 

Colonel Reep. Mr. Rubin. 

Senator Jounson. Mr. Rubin, come up here and take a chair. 

You have not been sworn yet, have you # 

Mr. Rusrn. Not yet. 

Senator Jounson. Do you solemnly swear the testimony you are 
about to give the Preparedness Subcommittee of the Armed Services 
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Committee will be the truth, the whole truth, and nothing but the 
truth, so help you God ? 
Mr. Rusiy. I do. 


TESTIMONY OF JACOB L. RUBIN, ASSOCIATE REGIONAL AUDITOR, 
NEW YORK REGIONAL OFFICE 


Senator JoHnson. Counsel was asking about some malpractices that 
have been reported and Colonel Reed suggested that you coud elab- 
orate on them. Would you do that for us, Mr. Rubin ? 

Mr. Rusry. I would be glad to, Senator. 

In keeping therewith, I would like very much to have some of our 
staff here hs have some of the records with them and we can give 
you that very specifically. 

Senator Jonson. Very well. 

Mr. Ruzsrn. Mr. Cutler and Mr. Fred Neuman. 

Mr. Rice. What is your full name? 

Mr. Rusty. Jacob L. Rubin, R-u-b-i-n. I am associate regional 
auditor, New York regional office, Army Audit Agency. 

Mr. Rice. As associate regional auditor your jurisdiction includes 
the projects of the Atlas and Blue Jay, does it not / 

Mr. Rusin. That is right? 

Senator Jonnson. Raise your right hand. Do you solemnly swear 
that testimony you are about to give the Preparedness Subcommittee 
of the Armed Services Committee will be the truth, the whole truth, 
and nothing but the truth, so help you God ? 

Mr. Cutter. I do. 

Mr. Neuman. I do. 


TESTIMONY OF NATHAN CUTLER, REGIONAL OFFICE STAFF, 
SPECIAL ASSISTANT TO CHIEF AUDIT BRANCH, ACCOMPANIED 
BY FRED NEUMAN, CHIEF AUDIT BRANCH, INDUSTRIAL DIVI- 
SION, NEW YORK CITY 


Mr. Rice. What is your name, Mr. Cutler? 

Mr. Cutter. Nathan Cutler. 

Mr. Rice. What is your position ? 

Mr. Curter. I am on the regional office staff, acting as special assist- 
ant to Chief of the Audit branch. 

Mr. Rice. You are under Mr. Rubin then? 

Mr. Cutter. Yes. 

Mr. Rice. Your specific assignments include review of material in 
connection with the Blue Jay project ? 

Mr. Curter. That is right. 

Mr. Rice. And your name, sir? 

Mr. Neuman. Frederick Neuman, N-e-u-m-a-n. 

Mr. Rice. What is your position ? 

Mr. Neuman. I am with the Chief Audit Branch, Industrial Divi- 
sion, New York City. 

Mr. Rice. You are also concerned with the Blue Jay project and 
connected with Mr. Rubin ? 

Mr. Neuman. Yes. 

Mr. Rice. Going back to the statement recently made by way of 
report from Colonel Reed that there were occasionally inadequate 
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specifications precluding receipt of meaningful bids and announce- 
ment of bids on a competitive ae Can you give us illustrations of 
that from your records? We understand you have gathered these 
together rather hurriedly and may not have specific instances but if 
you do have any it would be helpful to explain to us just what is 
meant by these statements. 

Mr. Cutter. The information we have developed here is based upon 
the evidence that was obtained in the resident auditor’s files, chiefly 
his notices of costs, suspended and/or disapproved these DD-396’s. 

Mr. Rice. I wonder if we could leave out these code words and call 
those suspension notices or something—whatever they happen to be. 

Mr. Currer. I want to make certain that the information we are 
going to produce now was not personally prepared by me but is based 
upon the data developed by the resident auditor. 

Mr. Rice. And received by you in the usual course of business 4 

Mr. Currier. Yes; we collected it and presented it. 

Mr. Rice. But it is your job to do that ? 

Mr. Cutter. That is correct. 

Mr. Rice. All right, sir. 

Mr. Curier. The situation you referred to specifically was indicated 
in certain DD Form 396’s where bids were sent to the field to various 
vendors, and in some cases these vendors were not in the same field 
of manufacture as the particular item which was being procured. 

Mr. Rice. In other words, you were seeking to get hold of some 
shoes, for instance, and they sent the bids to some necktie manufac- 
turers ¢ 

Mr. Curter. That is what the resident auditor represented on his 
DD-396. 

Mr. Rice. Can you give us an example of that ? 

Mr. Curter..I will look for a specific instance or illustration. 

Here is one which is a small amount. The type of procurement 
practices we are talking about is indicated in this particular one. 
The reason for this suspension is no reason was offered for not making 
the purchases in accordance with original requests which calls for 
Peerless water heater. 

Since the award was made to a vendor for Kopperman heaters, clari- 
fication is required. The particular washer was for a particular type 
of heater and yet the solicitation was sent to people who make all dif- 
ferent types of heaters which are known not to be the type required 
for the contract purpose. 

That is one case. 

‘There is something more specific. 

Mr. Rice. Do you have something on a lumber deal there? 

Mr. Cutter. I will look through these. 

Mr. Rice. I wonder if you would dig that one out? Is there any- 
thing in Lieutenant Simpson’s report on that 4 

Mr. Rupr. I am looking through that right now. 

Mr. Bryanr. Colonel Reed, you spoke of there being a billion dol- 
lars involved in this contract. That refers, does it, specifically to the 
Blue Jay contract ¢ 

Colonel Rrep. Yes, sir. 

Mr. Bryant. That contract was awarded to the North American 
Contractors ¢ 

Colonel Rerp. That is right, sir. 





530 INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 


Mr. Bryant. The entire amount ? 

Colonel Rrep. Yes. 

Mr. Bryant. Is that usual? I realize this is a syndicate—— 

Colonel Rexv. It is a joint venture. I would not say it was a 
syndicate. 

Mr. Bryant. Is it the usual thing for a contract of that size to be 
awarded to a single company, although it might be a joint venture 
or is this an unusual contract from the point of view of size? 

Colonel Reep. On the 22d of January of this year, 1952, I asked 
exactly that same question. 

Mr. Bryant. You asked it of whom? 

Colonel Reep. Of the Corps of Engineers and General Nold said 
that it was impossible to get any single contractor in the United States 
to take over jobs of this magnitude, that they were not prepared to 
take over jobs of this size. He said it was therefore necessary to use 
this joint venture type of contracting. From my own personal knowl- 
edge I do not know. I merely pass that on because we did question 
it and that was the answer. 

Mr. Bryant. I believe my question was, Colonel, even assuming 
this is a joint venture, is not this a rather large contract to be let to 
one group? 

Colonel Rerp. I do not believe so; no, sir. Maybe Mr. Rubin could 
comment on that. 

Mr. Rusty. I think the report in stating 10 figures did not neces- 
sarily indicate a specific amount because the contract itself has not 
reached the proportions indicated therein but this represents rumors 
heard in the Corps of Engineers headquarters and in the residency. 

Mr. Bryant. What do you mean by rumors heard by the Corps of 
Engineers? 

Mr. Rustin. Well, in determining planning it is definitely necessary 
to get an idea of what the potential value of that contract will be. 

It is common knowledge that these things are exchanged in the resi- 
dency as well as at the job site. I think perhaps the allusion to the 
10 figures was ill-advised at this time under the circumstances. 

Mr. Rice. I wonder if you have found any examples of any ir- 
regularities. 

Mr. Curter. Here is a suspension issued on November 20, 1951, 
in the amount of $33,074.68. The reason for the suspension is indi- 
cated as a procurement irregularity, and the further reason is given 
that specifications listed four manufacturers of transformers speci- 
fied. Only two of these were invited to bid, International General 
Electric and General Electric Supply. All bid on GE transformers. 
Allis Chalmers and Sorgo Electrie should have been invited. That 
was the reason for the suspension of $33,000. 

Here was a case where all three were affiliated companies. I guess 
on some othtr DD-396 

Mr. Rice. That was a selection of one organization, and preference 
is indicated there? 

Mr. Cutter. That is right. 

Mr. Rice. Whereas your people take the position that some of their 
competitors should have been included in the bids. Do you have some 
other examples there of any irregularities, Mr. Cutler? 

Mr. Cutter. I do know from personal information obtained from 
the resident auditor, the suspension involved is dated July 2, 1951, for 
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$108 000—$108, 470.55. The reason is “Suspend for further investi- 
gation.” 

When I asked Mr. Osgood, the resident auditor, for further clarifi- 
cation, for further investigation, he indicated that there were so-called 
dummy bidders invited to bid who were known not to be able to submit 
a quotation in the nature of bona fide competition. This is the one I 
had in mind—$108,470. 

Mr. Rice. What is the name of the company awarded that? 

Mr. Curter. Ric-well. 

Mr. Rice. Where are they located ? 

Mr. Currier. I can’t tell * this DD-396 what component they are 
producing. 

Mr. Rice. What was the type of material involved ? 

Mr. Curter. I haven’t the information, but at that time when I 
did solicit further information from Mr. Osgood, he indicated that 
the reason for this suspension is that the other vendors involved did 
not produce the item the contracting officer was looking for in the 
procurement field. 

Mr. Runt. May I add it was recognized that due to the haste with 
which these things were gathered, the documentation supporting all 
these things stated here is in New York at the residency. 

Mr. Rice. I wonder if you would give us a few of the high spots 
of what you have gathered there. You may help us along that way 
a bit, and tell us of any other irregularities that you have found. 

Mr. Rusty. Are you directing that to me, Mr. Rice? 

Mr. Rice. Any of the witnesses here. 

Mr. Rusry. Solicitation of bids from particular vendors and their 
affiliates—we just went into that. 

Establishing inconsistent deadline dates for bid-submission pur- 
poses, gr anting lenient time limits for certain vendors and unreason- 
able, if not impossible, limits for others. Do we have a case on that 
here with us, Mr. Cutler? 

Mr. Ricr. Meanwhile go ahead and read. 

Mr. Rvern. Procuring proprietary items without negotiations 
under the guise of competitive bidding by soliciting quotations from 
vendors known to be in another field of manufacture. 

Mr. Rice. We had one of those. 

Mr. Rusin. Awarding orders to certain bidders who offered unso- 
licited promises in addition to the requested firm quotations submitted 
by others, thus negating the competitive relationship among vendors. 

Opening of bid quotations of certain vendors who later proved to be 
successful bidders before the established closing date. 

Mr. Ricr. How would that come about, Mr. Rubin? 

Mr. Rupr. It is obvious from the reading of this determination, it 
is apparent that they were opened before the deadline date set for bid 
opening, which is a formal procedure in procurement. 

Mr. Ricr. What would happen there if you opened the bid before 
the deadline date and then the award is made to that person? 

Mr. Rusty. Not necessarily. Let me say it is literal, that you open 
the bid before the deadline date, which would not permit all the other 
bids to be opened simultaneously and also would preclude the utiliza- 
tion of those other bids which may come in late, but before the 


deadline. 
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Mr. Rice. Would it be suggested there that the possibility would 
exist if a low bid or a high bid was received and opened before the 
deadline date, it would permit the possibility of a leakage of infor- 
mation to a subsequent bidder? 

Colonel Rrep. If they open those bids before the date, that gives 
the purchaser an opportunity to examine all of those, and he may have 
a favored bidder in there, and if the favored bidder does not. have the 
low bid, then he has an opportunity to tell his favored bidder that 
someone has underbid and get him to put in another bid, which will 
make him the low bidder. 

Mr. Rice. That is the point, a leakage of information back to the 
preferred bidder. 

Colonel Rerp. That is correct. 

Mr. Rusrx. Would you care to hear possibly a case in point? 

Mr. Rice. You say you have a case? 

Mr. Rusry. I would like to read this to confirm—rather, to con- 
form to your question. I read now from a suspension form: 

Clarification is requested as to why award was not made to apparent low 
bidder, Charles Miller & Sons, based on original bid, but to William H. White, 
based on submission of second bid after all original bids were received. The 


following payments made on bureau voucher shown to Smoker Co. on order 
No. NAC~-1245 are suspended for the procurement irregularities listed below. 


Then it refers to certain invoices and goes on to say: 


Invitations to bid on Requisition No. 823 were allegedly sent to six different 
bidders on April 25, 1951. Smecker Co., the successful company, was not listed 
as one of the solicited bidders. In addition, their bid contained no signature, nor 
did they show their firm name or address. Since the bid opening date was 
Tuesday, May 1, 1951, and the bid was opened on May 2, 1951, the quotation 
should be considered as late. Of the six invited bidders, Gar Supply Corp. was 
the only one who quoted a price. However, copy of their invitation was time 
stamped as received by them on April 30, 1951, the closing date. As a result, 
they did not submit their quotation until May 7, or 7 days too late. Furthermore, 
their quotation was not time stamped by North Atlantic Constructors nor initialed 
by Corps of Engineers and Army audit agency. Cornell & Underhill replied 
they were unable to quote. The following bidders did not reply and were listed 
under abstract of bids under “No quote’: Albert Pipe Supply, Davidson Pipe 
Supply, Albert Pipe & Fitting Co., Crane Co. This office has evidence that three 
of these four bidders never received the invitation to bid, and as a result, were 
never g.ven equal opportunity to quote. 

Mr. Rice. There is one thing that is very interesting to me, and that 
is this situation where the vendor receives his pay and then later comes 
along and advises that he hasn’t shipped the material yet. 

Can you tell us what happens to bring about situations like that? 
I think you have a Topping case, which Lieutenant Simpson’s report 
told about. 

Mr. Cutter. If I may read this group of suspensions, it will tend to 
bear out most of those few categories. As I run through them, you will 
probably be able to identify them. It will be difficult to work them 
the other way. 

Mr. Rice. Do it any way you like. I was particularly interested in 
this question of materials being paid for but not actually being re- 
ceived, how that could come about. 

Mr. Cutter. I believe I have gone through a representative group of 
suspensions which would more or less tend to bear out most of those. 
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Here is one dated August 31, 1951, suspension of payment. This is 
$58,618. [Reading:] 

Suspension of payment is made, as firstly, award was based on early delivery 
with shipments made on June 30 and July 30, according to receiving and inspec- 
tion report; secondly, required design was not a factor since all vendors bid on 
machines made by the same manufacturer; thirdly, all vendors were not given 
the same opportunity to advance their promised delivery date, as the Joy 
Manufacturing Co. was the successful bidder, and as a result, no competition 
existed. 


Here is one for $14,000. 

Mr. Rice. It seems Mr. Rubin has that case. 

Mr. Ruin. Responding to your question, I read from a seer dated 
the 26th of February by Lieutenant Simpson, a staff member of the 
Army audit agency, the residence at 61 Broadway, where the con- 
tractor is located, and transmitted to the regional office over the signa- 
ture of the resident auditor, as concurred in: 

Tally-in No. 18841 and R. and I. No. 11562, both dated August 12, 1951, indicate 
items Nos. 14, 15, 16, 19, and 20 were received as per purchase order No. 1273. 
These accorded. exactly with Topping Bros. invoice of August 9, 1951, which 
the contractor paid on October 9, 1951, and numbered 8641. Reimbursement was 
claimed on Bureau voucher No. 1072, received December 4, 1951. The invoice 
was suspended on Form 396, Notice No. 300, for lack of proper vendor's certi- 
fications, but was resubmitted on January 3, 1952, and subsequently approved 
for payment by Army audit agency. 

Mr. Ricr. Did you find some forgeries occasionally on some of these 
certificates ? 

Mr. Rusty. I would like for you to restate that question, Mr. Rice. 
I don’t think we are in npenine to represent what a forgery is. 

Mr. Rice. All right. Go right ahead. 

Mr. Rustin (reading) : 

Examination of the Norfolk file indicates that the contractor wired the vendor 

for a copy of the packing list on September 26, 1951, after the New York property 
section on September 15, 1951, had by transmittal form to the Norfolk property 
section indicated the quantities invoiced and requested on the R. and I.— 
that is, the receiving and inspection report— 
Apparently the original R. and I. had been prepared from the invoice or this trans- 
mittal form, because in answer to a telegram requesting a packing list, Topping 
Bros. letter of September 26, 1951, admitted the invoice was in error and that 
the items had never been shipped. This led to a corrected R. and I. deleting 
these items from October 12, 1951, discovered in the Norfolk file. Nevertheless, 
the contractor submitted and resubmitted the invoice for reimbursement on the 
basis of the original R. and I. and obtained reimbursement. The correct R. 
and I., deleting the items, since they were not received, was never presented 
co the Army audit agency. The items were eventually plant inspected and a 
DA-604 issued on February 14, 1952, long after the United States Government 
had paid for them. 

Mr. Rice. Will you reduce that to plain language and tell us what 
happened ? 

Mr. Cutter. That is one of the situations where R. and I.’s were 
prepared ? 

Mr. Rice. These are receipts then ? 

Mr. Curter. Receiving and inspection report. It is supposed to 
evidence actual and physical 

Senator Jonnson. I don’t want this R. and I. and A. and B. stuff 
any more. Just call it what it is, so we don’t have to be going back 
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over it. You have been asked to do that at least twice; so let’s remem- 
ber it this time. 

Now go ahead. 

Mr. Cutter. The receiving and inspection report was submitted as 
supporting documentation for a reimbursement claim, purportedly 
evidencing that the material was physically counted and received. 

Mr. Rice. That it was actually received at Norfolk or at the job site? 

Mr. Curter. That is right. 

Mr. Rice. Lumber evidently here. 

Mr. Cutter. Yes. This case indicates that although the receiving 
and inspection report was received and purportedly properly signed, 
actually the vendor later notified the contractor that part or all of 
the material had never been shipped. 

Mr. Ricr. He was paid for it and never even shipped it; is that 
right ? 

Mr. Curter. The contractor paid the vendor and the Government 
reimbursed the contractor when actually the material was not shipped. 

Senator Jonnson. Where was the receipt and inspection form 
signed ; at the job site or at Norfolk? 

Mr. Cutter. Signed at Norfolk, which is the receiving station prior 
to shipment overseas. 

Mr. Rice. You don’t know what amount was involved in this par- 
ticular one? 

Mr. Curier. Yes. One of the cases. 

Mr. Rice. Do you know the amount involved? 

Mr. Curier. Yes; I think he gives the amount here. 

Mr. Rice. I don’t think it was indicated, was it, Mr. Rubin? 

Mr. Rusty. I don’t think it was indicated in my paper here. 

Mr. Rice. Was that an isolated case or did that happen in a number 
of cases ? 

Mr. Cutter. This was one of the cases that Lieutenant Simpson 
brought out as part of his report. However, he indicated that this 
was not the only case, not an isolated case, but that there were cases 
similar to this case. 

As I said, I did not personally verify that the cases exist, but there 
have been some of these DD-396’s, these suspensions, the suspension 
documents, which evidence similar cases.. I would like to read some 
of these. 

Mr. Rice. Go ahead and give us some representative samples. 

Mr. Cutter. As I say, it will be indicative of all of the categories 
in that report. 

Mr. Rice. All right. 

Mr. Curter. Here is one dated November 27. 

Mr. Rice. If you can look at them and then reduce them to under- 
standable language, it would really be helpful, rather than read the 
official language. 

Mr. Cutter. I would like to read the explanation and the amount. 

Mr. Rice. Yes. 

Mr. CurTier (reading) : 
$14,918, award not made to the lowest bidder. In addition, invoice Nos. 2297 
and 4160 were signed under vendor’s certification by person not connected with 
the vendor’s firm, and containing the name of a nonexistent person. 

Payment of $18,000 to Willys Minneapolis, Inc. Purchase price is not sub- 


stantiated by a quotation. However, the vendor bid in his telegram and letter 
of June 13. It appears from the unit price and f. 0. b. point shown on the order 
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that a lower over-all quotation could have been obtained from a Willys dealer 
in the east due to a lower freight charge. There is nothing in the abstract of 
bids to indicate an attempt was made to secure the Jeeps from an eastern 
dealer or from Government procurement sources. Receiving and inspection 
reports W-—558 for six Jeeps were not signed by the contracting officer’s repre- 
sentative at Westover Air Force Base. Information furnished by Mr. Ken 
Thompson, legal representative of the contractor, was not sufficient to justify 
approval of the purchase and payment price shown on the order. 


Here is one shown for $15,000: 


Processed to the disbursing officer. The above payments are suspended, since 
award was not made on the basis of lowest price, not subject to escalation. 
However, award should have been made to John B. Assell, the correct low 
bidder, as all bidders quoted prices subject to change. 

$31,000. Since payments were predicated on the basis that the bid file was 
missing at the time of order, payments are suspended since the file cannot be 
found to date. 


Here is another one: 


Invitations to bid were sent to prospective bidders on April 30, 1951, based 
on a requisition calling for— 


a certain type of item— 


and was awarded to Joseph Kopperman & Sons, the successful bidder. The 
original order was changed in accordance with specification changes calling 
for stainless steel expansion joints in lieu of corrugated copper. Since this 
change was effected July 13, 1951, and the first shipment was not made until 
September 20, 1951, readvertising was in order; since Foster-Wheeler was not 
in a position to bid on May 1, Badger Manufacturing Co. was high bidder for the 
corrugated copper joints. Property records of the North Atlantic Constructors 
indicate that the balance of the order has not been shipped as of October 31. 
Accordingly, the award of low bidder to Joseph Kopperman & Sons for corru- 
gated copper joints cannot be honored for stainless steel. 

Mr. Rice. I wonder if you have a letter there from Osgood on 
February 9, 1952, talking about the job. 

Mr. Rus. I believe so. 

Mr. Rice. Colonel, while he is looking that up, possibly you could 
explain what exhibit B is in the report of March 19, what that repre- 
sents there. 

Colonel Reep. This is a form letter that is usually sent to vendors 
stating that their packing list, which normally should accompany a 
shipment, cannot be found, and is lost or destroyed, and they request 
a duplicate packing list. This is a regular form letter they send out. 

Normally when materials are received from a vendor, there are a 
number of methods of sending a packing list along. It usually is 
attached to an envelope on the side of the container, and it usu: ally 
indicates who the individual was that packed this, the items packed, 
and the nomenclature, and all of the information on it. 

Mr. Rice. What happened and why is that of importance in this 
report? 

Colonel Rerep. This is a container that purported to contain cer- 
tain items, and when you open it up, you may find there are shortages 
in there, that the packer has made errors, that something is not in 
there, and you want that packing list to show what is purported to 
be in that container. 

Mr. Rice. As a matter of fact, isn’t that used there in support of 
the allegation that rather than inspect and count the material 

Colonel Reep. I was going to continue with that, sir. 

Mr. Rice. All right. 
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Colonel Rerp. In this particular instance, Blue Jay, materials are 
obtained State-side from a vendor—that is, in the United States— 
and it is shipped to Norfolk for transshipment by surface vessel to 
the site of operations. 

The port normally accepts shipper’s weight and count—that is, the 
container is not opened. It seems to have been the practice to take 
these packing lists and use these packing lists as complete information 
that these materials have been received. 

Mr. Rice. And to submit the voucher or the bill for payment on 
the basis of what they say was packed ? 

Colonel Reep. That is correct, sir. 

Mr. Rice. Rather than counting. 

Colonel Reep. That is correct. 

Mr. Rice. Do you find, for example, that you have a packing list 
that says 3 dozen hen eggs and 1 goose egg, that you will find a receipt 
form for 3 dozen hen eggs and 1 goose egg and a voucher for payment 
of 3 dozen hen eggs and 1 goose egg; all of them have exactly the 
same language, which brings about the suggestion that the second 
receipt and voucher for payment were merely duplicates of the pack- 
ing list. 

Colonel Rrrp. That is correct. 

Mr. Rice. That they weren’t actually counting them, that they were 
doing it the quick way. 

Colonel Rerp. The easy way. 

Mr. Rice. And you find there were actually not 3 dozen hen eggs 
but they were all goose eggs in there. 

Colonel Rerp. I agree to that, sir, and oftentimes that is not to dis- 
close what we term concealed shortages. In other words, there may 
be a shortage of a number of items in that box, and they are concealed 
because you can’t see into it, and they are only disclosed when you 
open it up at some future time. 

Mr. Rice. Asa matter of fact, you could infer from that that things 
were so bad that they didn’t even have a count, so they had to send 
back to the vendor and ask him for a duplicate packing list so they 
could get some guy to start off with the receipt and make up the receipt 
and the voucher for payment from that. 

Colonel Reep. That is right. 

Mr. Rice. You think that happened ? 

Colonel Rrep. I don’t think it—I am quite certain of it, sir. 

Mr. Rice. What does Mr. Osgood’s letter of February 9 have to say 
about criminal activities ¢ 

Mr. Rustn. The letter you referred to is over the signature of 
Joseph O. Osgood, resident auditor at the subject contractor we are 
discussing, dated February 9, and it reads as follows: 

Request is made that First Lt. Arthur J. Simpson, Jr., be retained at this 
residency to facilitate investigation of irregularities in the procurement practices 
of the contractor herein. He has already made important contributions to this 
investigation and his transfer to other duties at this time would seriously handi- 
eap the work of this residency. Lieutenant Simpson is particularly useful to 
this office at this time because of his investigative skill and basic knowledge of 
accounting and law, being a certified public accountant of New Jersey and 
about to be admitted to the New York bar. The irregularities already uncovered 
by him, coupled with facts already developed by other residency personnel, may 
lead to discovery of criminal conduct by contractor’s employees and others. 


This investigation may spread to the job sites, in which case, Lieutenant Simp- 
son would be the best qualified to carry on the work. 
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Mr. Rice. In other words, at that time there was apprehension on 
the part of the Army audit agency that the practice was not merely 
inefficient, but it went above and beyond, encompassing possibly 
fraudulent or criminal activities: is that so? 

Mr. Rusty. It would appear so from a reading of this letter. 

Mr. Rice. I wonder if you have any examples or information to 
give us about possible unusual practices in the signing of certificates, 
vendors’ certificates, intercession of contractor’s employ ees to do that. 

Mr. Rupr. I will ask Mr. Neuman to answer the question. He has 
dealt with that specifically. 

Mr. Neuman. The situation deals with a certification that is re- 
quired, I believe, by the contract terms in this particular contract, 
that each vendor in submitting a claim for reimbursement will certify 
that the claim is true and correct, and has other similar language. 

Mr. Rusrn. I would like to interpose that each vendor submitting 
his invoice for payment by the contractor and in turn by the contractor 
to the Government by way of the Army Audit Agency for reimburse- 
ment. Do you follow that, Mr. Rice? 

Mr. Rice. No, I don’t. 

Mr. Rusty. It is the vendor’s invoice to the contractor. He pays 
that, then submits that invoice to the Government for reimbursement. 

Mr. Rice. Yes. 

Mr. Rusrn. He is talking now about the invoice of the vendor to the 
contractor. 

Mr. Neuman. The vendor certifies the bill he is submitting is true 
and correct. 

Mr. Rice. Yes. 

Mr. Neuman."In all respects. He is submitting that to the con- 
tractor for payment, but he is aware that it is a requirement for 
subsequent reimbursement by the Government to the contractor. It 
is a requirement, I believe, in this contract for such a certificate. 
It was reported to us that a number of individuals—I don’t know 
the precise number, this has not been verified; I understand further 
they are no longer with the contractor—received a number of invoices 
where the certificate was lacking and proceeded to place the cer- 
tificate on the invoice and signed, I don’t know if it was their name, 
but signed some name. 

Mr. Rice. They assumed the responsibility there? 

Mr. NeuMAN. That is correct, sir. There are a number of cases— 
I have one before me now, and there is a series of 10 or 12 here— 
which states as follows: 


The following invoices paid on bureau voucher number— 
so and so— 


contained vendor’s certifications signed by someone not connected with the 
vendor's firm. 

I understand that this was known or became known to the con- 
tractor, and they took the necessary corrective action. 

Mr. Rice. I wonder if you have any examples of the position taken 
by the Corps of Engineers in respect to any of these questions. For 
instance, I notice here that evidently the Corps of Engineers agreed 
to what appears to be a departure from standard practice. This is 
exhibit A to the report of March 19, which was approved by Major 
Goodrich. 
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Mr. Rupr. Fred, can you take that? 

Mr, NEUMAN. On the inspection procedures it is customary, particu- 
larly on a job of this type where material is being shipped overseas, 
and other jobs, even state-side, for that matter, where inspection is 
made at vendor’s plant prior to shipment fr om the vendor’s plant. 
I believe that the inspection relates primarily to a qualitative review 

rather than a quantitative review. However, it may be both in some 
instances. 2 

We understand further that in this particular case there was a 
considerable number of waivers of inspection at the vendor’s plant, 
that there was the thought it would be inspected—I am speaking now 
of the physical count ‘and qualitative inspection—at a later “date, 
presumably at the Norfolk base. We have reason to believe that 
for the most part, there was a waiver of inspection at the Norfolk 
base, possibly on the premise that they couldn’t open all these cartons 
and packages because they were crated for overseas shipment, with 
the further thought that when it reached the project site it would be 
counted and inspected there. 

We have a report which reflects that during the heavy period of 
shipment in the early stages of the contract they were unloading con- 
siderable tons a day from vessels, and that they didn’t have suflicient 
personnel to actually count all the material or inspect all the material 
that was unloaded. 

We furthermore believe that much of this material went into con- 
struction prior to any count. However, there is some remaining at 
this time unopened and in the original cartons, but we have a series 
of events there where it would appear in a number of cases there has 
been no count of any kind from the time it was @rdered from the 
vendor until the time it was put into construction. 

Mr. Rice. What reason was given, Colonel, for that waiving of the 
usual protective procedures ? Was it the rush or urgency of the job? 

Colonel Reep. No, sir. The explanation I received was when it 
left Norfolk there was no place else for it to go but into construction, 
so why bother? 

Mr. Rice. So it was not counted as it left the factory? It was crated 
when it got to Norfolk, no one knew whether the crates w ere empty 
or filled ¢ 

Colonel Rerp. They accepted the shipper’s weight and count, the 
package was accepted as containing what it was purported to contain. 
It was not checked ashore. They said there was no need to check it 
there because there was no place else for it to go except into con- 
struction. 

Mr. Rice. Asa matter of fact, no one knew what was being shipped ? 

Colonel Rerp. That is correct, sir. 

Senator Jounson. Did you examine the material when it was re- 
ceived at the site and inventoried there ? 

Colonel Reep. No, sir. There may have been some examination 
but as Mr. Neuman has just testified there are still containers up there 
that have never been opened to date and some of them are opened 
without count and apparently charged direct to construction. 

Mr. Rusry. I think we could clarify it a bit more. 

Mr. Rice. Was not the reason given here for doing that that the 
integrity of the vendors is above question ? 
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Colonel Reep. That is the contention. 

Mr. Rice. I wanted to get into the record what your interpretation 
would be in conection with exhibit A there. 

Mr. Neuman. That is the basis of the approval of waiver of inspec- 
tion at Norfolk. 

Mr. Rice. That they were just willing to trust everybody ? 

Mr. Neuman. The request made by the contractor in this particular 
instance for approval of that procedure. That letter you are reading, 
sir, isa letter from the contractor to the contracting officer. 

Mr. Rice. June 27, 1951, from the North Atlantic Constructors 
who were the contractors to the area engineer who is the contracting 
officer in which he evidently indicated “his approval by affixing his 
signature and says in part, in talking about waiving of this checking 
that— 


We feel that due to the above limitations, this cargo be forwarded without 
an actual detailed physical inventory being made. 

In other words, we are not going to count it. 

Further, we feel that the integrity of the vendors with whom we are dealing 
is above question and that any shipments for which they furnish packing lists 
will be made in accordance with the packing lists. 

You could reasonably infer if they sent you a ticket they shipped 
so much, it would be perfectly satisfactory to pay them on that, on a 
hundred-million-dollar job. 

Senator JoHNson. Senator Hunt, do you have any questions? 

Senator Hunt. No. 

Mr. Bryant. I have a question for Mr. Rubin. 

Referring to your letter of March 19, 1952, page 3, items 1, 2, and 7, 
the first one says in describing procurement malpractices : 

(1) Furnishing incomplete or inadequate specifications to all but certain 
vendors, thus precluding receipt of meaningful bids, if at all, on a truly competi- 
tive basis. 

(2) Solicitation of bids from particular vendors and their affiliates only— 


known to submit identical quotations—to the exclusion of independent mannu- 
facturers who could offer bona fide competition. 


And then— 


(7) Employing restrictive rather than descriptive terminology for bid soliciting 
purposes, thus suggesting to otherwise eligible bidders that proprietary products 
were involved. 

You are familiar, are you not, from your experience with the prac- 
tices in the general construction business ? 

Mr. Rusin. That is correct. 

Mr. Bryanr. Would you say, translated into simple language, that 
is a method for rigging bids? 

Mr. Rusty. Yes, I would say that, in effect. 

Mr. Bryant. Now on No. 5—— 

Senator JonHnson. You think that is what happened in this 
instance ¢ 

Mr. Rusryn. We made such a determination in that report, Senator. 

Mr. Bryant. In other words, that is what you are saying here. You 
are getting down to the fact that the bids here were appare ‘ntly rigged. 

Mr. Runt. We: say that there were cases of rigging bids under the 
nature of our administrative audit. 
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Mr. Bryant. Now No. 5 on page 4: 


Awarding orders to certain bidders who offered unsolicited “promises” in 
addition to the requested firm quotations submitted by others, thus negating 
the competitive relationship among vendors. 

My first question to you, sir, is: Do you have any evidence of what 
the promises were? Do you have any specific instances of that with 
you here today? 

Mr. Rupry. We will check that in one moment. 

Mr. Rice. While you are checking that, I might mention a 
report—— 

Mr. Rusty. I would like to respond to your specific question, how- 
ever, a little bit first about rigging of bids. 

There is a direct quotation here. Would you quote that, Mr. Cutler? 

Mr. Cur ier (reading) : 

Since this has been detected as occurring in a previous requisition— 
referring to notice No, 209— 


for the same type of material for nearly the same bidders, it can be safely stated 
that the invitations were not received as they never were mailed out by the pro- 
curement section of North Atlantic Constructors. Apparent rigging of awards 
by limiting the number of true bidders is contrary to good standard commercial 
procurement. Accordingly, suspension of 13,000 is made pending further investi- 
gation and clarification of the above. 

Does that answer your question correctly ? 

Mr. Bryant. Yes. 

Mr. Rice. We have received copy of a report of Osgood, resident 
auditor dated March 25, 1952. 

Mr. Neuman. May I go back a moment please, Mr. Rice? 

Mr. Rice. Yes. 

Mr. Neuman. I would like to make one thing clear in our position 
here. 

We are not here attempting to establish procurement policy by the 
contractor. Weare not making, in any of these suspensions, definitive 
statements or definitive charges. We are not an investigative body. 
But we are asking for clarification. 

Now in many of these I believe there has been clarification received 
and the amounts have been reinserted. We are not prepared at this 
time to tell you which of these, for example, have remained as issued. 
I do not want to give you a false impression that every single case we 
raise a question on is a proven malpractice case. 

Mr. Rice. In addition to that, there are cases where you feel that 
there are proven malpractices ? 

Mr. Neuman. That is correct, sir. 

Mr. Rice. Now referring to the letter of March 25, 1952, over the 
name of Joseph Osgood, what is that, Colonel‘ We received a report 
here today on that. 

Colonel Reep. As stated before, Mr. Osgood is the resident auditor 
on this particular contract in New York City. When the letter of 
March 19, addressed by the New York regional auditor to the con- 
tracting officer was sent out, a copy also was sent to our resident audi- 
tor for his information. 

It appears that Mr. Osgood has read this letter of the 19th of March 
and has commented on it in his letter of the 25th of March. 

There are a number of rather unusual features about this letter. 
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Mr. Rice. For instance? 

Colonel Reep. Normally we have certain internal controls and we 
follow certain procedures and it is noted here that a copy of this letter 
went to the contracting officer and it was also sent to me as chief of the 
Army Audit Agency. Normally the resident auditor works directly 
under Mr. Rubin, and it seems rather unusual to me that he would 
send—Mr. Osgood—would send a copy of this particular letter to the 
contracting oflicer. 

Mr. Rice. In other words, the contracting officer in the Corps of 
Engineers who is out of his own organization / 

Colonel Reep. Yes, sir; our auditor is not in any way under the 
orders of the contracting officer. It seems that he is giving the con- 
tracting officer—he has gone out of his way considerably to give the 
contracting oflicer—certain information here. 

Mr. Rice. In general, at least the way I read Mr. Osgood’s letter, 
there is a minimizing of the findings in the March 19 report 

Colonel Reep. Yes. 

Mr. Rice. He says that these irregularities do not amount to much 
and that the Government is not losing a whole lot of money. 

Colonel Rerp. That is correct. 

Mr. Rice. Do you think that is inconsistent with certain of those 
suspension orders bearing Mr. Osgood’s signature and his letter relat- 
ing to the criminal activities of February 9, 1952? 

Colonel Rerp. It is my belief that it is. It seems to me it is rather 
diametrically opposed to his report which was submitted prior to this 
letter. 

Mr. Rice. As a matter of fact, I believe all of the suspension orders 
we have discussed today bear Mr. Osgood’s signature, do they not? 

Colonel Reep. That is correct, sir. 

Mr. Rice. There are about how many in number / 

Colonel Rerep. About 400 of them. 

Mr. Rice. At least 400 suspension orders ¢ 

Colonel Rrep. That is right. 

Mr. Rice. Is there any way that we can resolve the apparent incon- 
sistency of Osgood concurring in Lieutenant Simpson’s reports, these 
suspension orders, and yet as late as the 25th of March taking a dif- 
erent tack ¢ 

Colonel Rexp. I feel a possible explanation of that may be that, as 
you stated, sir, Mr. Osgood did issue 400 of these suspensions against 
the contractor, that possibly Mr. Osgood feels that he is taking cor- 
rective action in these cases and that because of his actions that he is 
in effect protecting the interests of the Government or at least is 
attempting to. I do not know whether that is what he means in this 
letter or just what the meaning of it is. 

Mr. Rice. Do you have anything to say, Mr. Rubin? 

Mr. Rusin. Well, substantially that. I think the ambiguity of the 
letter—I would be inclined to favor that viewpoint as having been 
that taken by Osgood. 

Mr. Rice. In any event, Mr. Osgood’s statement does not cause any 
of you gentlemen to want to change any of your answers or to change 
your 4 of the over-all aspects or impression you have of this job? 

Mr. Rusty. That is correct. 


Colonel Rrep. Speaking for myself, the answer is “No”; I still—— 
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Senator Jonnson. I wonder if we should not read into the record 
the letter of March 25. 

Mr. Rice. We have not read the others, and there have been some 
requests that we do not read these letters. 

Senator JoHnson. What is the reason for not reading them into 
the record ? 

Mr. Rice. No reason but we have not put in the basic letter of 
March 19, 1952. 

Senator Jonson. I think that they should be read into the record. 

Mr. Rice. You want me to read it? 

Senator JoHnson. Yes, both of them. 

Mr. Rice. Suppose we receive, the report of March 19, the basic 
report, and I will read this letter of March 25 about which we are 
speaking now! It is over the signature of Osgood on March 25 to the 
resident auditor which looks like he is writing to himself. 

Colonel Rerp. It does. 

Mr. Rice. He is resident auditor, and he is writing to the resident 
auditor, attention of the associate auditor. 

Colonel Rrep. I believe that he means the regional auditor. That 
is the person to whom it should be addressed in correspondence of this 
kind and nature. 

It should be from the resident auditor to the regional auditor, atten- 
tion of the associate regional auditor. 

Mr. Rice. I see. And copies went to your office as chief? 

Colonel Rerp. That is correct. 

Mr. Rice. And to the contracting officer who is Colonel Solomon, 
I believe, on the Blue Jay. 

Reference is made to your letter addressed to the district engineer, northeast 
district, dated March 19, 1952. The subject letter appears to be based on in- 
formation furnished by First Lt. Arthur J. Simpson, Jr., and forwarded through 
this office. 

Mr. Bryant. Right there we are referring to Lieutenant Simpson’s 
report previously mentioned in testimony. 

Colonel Rep. Yes. Which Mr. Osgood did endorse and did con- 
cur in. 

Mr. Rice. And Lieutenant Simpson in turn is an auditor assigned 
to you! 

Mr. Ruwin. To the staff of Osgood. He is a staff auditor on Os- 
good’s staff. 

Mr. Rice. Yes, but he is part of the audit agency. 

Mr. Rusty. Just as Osgood is. 

Mr. Rice (reading) : 

The following information is offered to supplement that given by Lieutenant 
Simpson. 

The total reimbursable expenditures to March 15, 1952, are as follows: 


Payrotus:.-....<- Bee eee eee ne ee ee tad ise inahenmesmepeees $32, 364, 000 


Pere iiss ee la te i aS ee dt 405, 000 
en lat Se eee tel hare 2, 987, OOO 


Materials shipped to Blue Jay weniys ete ee east oan ns OO 
Materials on hand at Norfolk and Westover ___ ae SE 


101, 756, 000 

Of the total material purchases of $66,000,000, approximately 90 percent of 
the money value, being 35 percent of the items, were received before the irregu- 
larities mentioned by Lieutenant Simpson developed. Of the $6,000,000 in- 
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volved, half consisted of lumber received in bulk, of small monetary value, the 
accurate checking of which might easily delay shipment. The remaining $3,- 
000,000 represented numerous small items, many of which were shipped to the 
jobsite before the paperwork was completed. After exhaustive examination, 
Lieutenant Simpson listed in his working papers only nine possible irregularities, 
none of which represented a definite loss to the Government, as follows: 


P. O. No. 842 Princess Ann Lumber & Pile Co______- Se RS a $89, 89 


ee cleemrere thneatadinminneen oe 137.10 
P. O. No. 12383 Contractors’ Trading & Equipment .. ; _-.- 189,00 
Pi:O. No. 1237 Gill Hguinnient Co... 2. Bist ek E 163. 50 
eo Sas es et OR a a oS cea dcdn ik ces i’ =n Se 
P. O. No. 1424 Hodge & Hammond .-_-____._..______.-_- = etal cli 15. 60 
BR 8 gS | ea . 4 D4. 50 
P. O. No. 1649 General Electric Supply Co___--_-__-_____-__- : 97. 05 
P. O. No. 2274 Marsh Truman Lumber Co___-~~- eee ct [ 950. 65 


1, 913. 79 

These nine items do not indicate a serious condition, representing as they do 
thirteen one-hundredths of 1 percent of the R. and I.’s and an even smaller pro- 
portion of the money value involved. 

The improprieties in the contractor's procurement practices, as set forth in 
paragraph 3 (b) of the subject report, have not resulted in loss to the Govern- 
ment, because of the vigorous action taken by this office in disapproving sub- 
stantial amounts. The total number of irregularities noted during 8 months’ 
observation of the bid openings were trifling in number and served chiefly to 
correct future practices. All have been remedied in the standard operating 
procedure now in preparation. 

There has been no complete waiver or substantial abandonment of vital con- 
trols by the contractor, as indicated in paragraph 4 of the subject report. The 
practices reported on by Lieutenant Simpson grew out of an unprecedented 
workload at the height of the 1951 shipping season, in which the paper work 
fell far behind, resulting in substantial loss to the contractor. The Govern- 
ment, however. suffered no loss. 

This office has received the fullest cooperation at all times from the con- 
tractor as well.as the Corps of Engineers in carrying out suggested changes in 
procedures. The issuing of DD Form 396’s to call attention to unsatisfactory 
practices has been effective, and throughout the audit of vouchers totaling $100,- 
000,000 the interests of the Government have been fullly protected. 

JosePH O. Oscoopn, 
Resident Auditor, Army Audit Agency. 


I again ask you if that report coincides with your findings or 
whether you take issue with the statements therein ? 

Colonel Reep. I will reiterate our belief in our letter of March 19, 
1952. 

Mr. Rice. How do we account then for Osgood, what motivated him 
in writing this letter? 

Colonel Reep. I would not venture an opinion because I do not 
know that, sir. 

Mr. Neuman. I would like to take that first question, Mr. Rice, 
if I may. 

Mr. Rice. Go ahead. 

Mr. Neuman. It should be noted that Mr. Osgood’s report men- 
tions nothing about the lack of final inspection of any of the mate- 
rials shipped by the vendors. He does reflect some nine cases there 
totaling some rather insignificant dollar amounts where it was obvious 
that the bids did not actually agree. How many more cases exist 
nobody here can say because there have been many cases where there 
was no bid and the reconciliation between the amounts paid vendors 


943 
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and the materials delivered by vendors I do not believe can be made 
at this time on a very representative portion of the materials used, 

Mr. Rice. Do you think this is possibly in the nature of a white- 
wash ¢ 

Mr. Neuman. I cannot state what Mr. Osgood’s intentions were 
on that, sir. 

Mr. Rice. Do you think it is possible? 

Mr. Neuman. Obviously it is possible. 

Mr. Rice. Is there any naauiitiitey that Mr. Osgood may be em- 
barrassed by any of these findings ? 

Mr. Neuman. I do not believe so. If you are asking for my per- 
sonal opinion I think Mr. Osgood is patting himself on the back for a 
job well done. He has felt that in issuing some 400 of these exceptions 
aggregating in the neighborhood of $3,500,000, of which only about 
a million remains uncleared, that he has taken all the necessary steps 
to protect the Government interest in this regard, particularly to 
some of these malpractices in procurement. I am not speaking about 
receiving now. If you are asking my opinion, I think that is his 
belief here. 

Mr. Rice. All right, sir. 

Senator Jonnson. Any other questions ? 

Mr. Rice. No. 


Senator Jounson. We have a letter here sent to Chairman Hardy 
dated late February from a Wisconsin contractor, and I want to read 
part of it: 


We are compelled to do our work and keep within wage regulations and con- 
tract requirements. We are even fined if we exceed them, but it seems on these 
Federal contracts anything goes and the sky is the limit in order to encourage 
these men to increase costs to raise the ultimate percentage of profits to the con- 
tractor. I do think there are a lot of abuses and other things these contractors 
have done that should be stopped. For instance, I have been told that between 
40 and 50 cement finishers were kept standing by at Rosemont or New Brighton 
in the vicinity of Twin Cities, Minn., for a period of 40 hours a week for 4 to 5 
weeks at the rate of $3.70 per hour before they were shipped out. Some of these 
men were employed by us and we experienced considerable difficulty in getting 
sufficient qualified workers to do our work. Many of our better operators were 
also employed and were paid $50 a week stand-by time while working for us 
and others. 

I do not have authentic information but this is what was told us by the men 
who worked for us who left for these various operations. These men have now 
returned and are boasting about the excessive pay they received for the small 
amount of work they performed. 

It is difficult for us to keep our men Satisfied when they see these other men, 
so I am told even today’ drawing $4 to $5 an hour stand-by time doing nothing, 
waiting to return to the North Country to make some more of this easy money. 

How long is this going to continue and where is the money coming from to meet 
these obligations, and so forth? 

Is there anything your agency can do to stop such practices, if they 
exist, as paying men $3.70 an hour to stand by while they are working 
for another contractor at the same time? 

Colonel Rrerep. Not completely, sir. However, I am going to make 
one comment on that. It said that they increase their costs so that 
their percentage of costs will increase. That is against the law. That 
is illegal to have a contract of that kind. You cannot let a contract 
where you have a cost plus a percentage of cost. That is against the 
law. The other portion of it—— 
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Senator Jounson. What he means is this. If you start out on a 
job that you estimate will cost $175,000,000 and it develops that the 
Job costs $250,000,000, then the fee will increase. I think that is 
what he is saying. Perhaps there was no incentive to keep the cost 
down because, by letting the cost go up, there is a probability that the 
fee could also go up. 

Complaints have been brought to this committee’s attention point- 
ing out that here are men drawing $3.70 an hour from the Government. 
to stand by and at the same time are working for other contractors. 

Now is there anything you can do to stop that stand-by pay? 

Colonel Reep. Sir, I would like to get on the line a little bit on that. 
To begin with the pay is an administrative determination by the con- 
tracting officer, the rates of pay. Now an auditor—it is not his 
primary function to do a lot of the checking, but any time anything 
of that nature comes to. our attention, for example, idle time, we are 
going to question it. 

Senator Jonnson. The answer to it is ves, there is something you 
can do about it. You can question it. 

Colonel Reep. We question it any time we see idle time or idle 
equipment. 

Senator Jounson. Now you have made a careful statement con- 
cerning the joint venture on the north African bases and we will 
expect to hear from you further. We will also hear from representa- 
tives of those contracting parties. I wonder if you could not take 
this letter and, without involving the man who wrote to the com- 
mittee—who apparently wants to perform a patriotic service and who 
is a contractor senscancy ester certain investigations and see if there 
is not some way to recover this money that is ‘being paid to workmen 
to stand by while they also work for another contractor. 

Colonel Rrep. I will be happy to do that, sir. 

Senator Jounson. I am sure, while the people of this country are 
being taxed to the limit, they are not going to want to pay men $50 
a week or $3.70 an hour to stand by while they are working for another 
contractor. I would liké for you to report to the committee what 
facts you are able to find out and what you can do to recover any of 
that money. 

Any other questions? 

Mr. Rice. While Mr. Rubin is here I would like to have him identify 
a report whieh was put in the record last week relating to ”~ Atlas 
project—not to confuse the projects—a report of November 1, 1951. 

Colonel Reep. Can you identify it? 

Mr. Rice. To confirm the fact that you are the man who prepared 
that? 

Mr. Rustin. That is correct. 

Mr. Rice. All right, sir. 

(The report of March 19, 1952, referred to follows :) 

ARMY AUDIT AGENCY, 
New YorK REGIONAL OFFICE, 
180 Varick Street, New York 14, N. Y., March 19, 1952. 
Subject: North Atlantic Constructors, Contract No. DA 49-129-Eng—114, Report 
of Deficiencies in Contractor's Procedures and System of Internal Controls. 
To: Chief, Army Audit Agency, Bldg. T-7, Gravelly Point, Washington 25, D. C. 

1, Transmitted herewith for information and action deemed appropriate, are 

two (2) copies of subject report submitted to the Contracting Officer. 
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2. Although the report has not been addressed to yeur office for reason that 
the sensitive nature of the contract and the significant amount involved warrants 
the full utilization of echelon channelling procedures, it is nevertheless believed 
that the subject matter is more properly within the scope of AT 200-8, paragraph 
3b. Such opinion is predicated upon the fact that the report is largely a reiter- 
ation of deficiencies previously cited by the Resident Auditor to the Contracting 
Officer but which have not resulted in proper corrective action. 

3. For further information, it is advised that.the Contractor is a joint venture 
consisting of four corporate entities, performing under a secret construction 
eontract at site “Blue Jay”, with headquarters in New York, overseas material 
shipment station in Norfolk, Virginia, and construction personnel staging area 
in Minneapolis, Minnesota. From a monetary point of view, the contractual 
operation is reputed to be one of the largest, if not the largest, single project 
undertaken by the Government. 

4, Your office will be currently informed of latest developments in the fore- 
going matter. 

For the Regional Auditor: 

(Signed) J. L. Rusrn, 
Associate Regional Auditor. 
Incl. : 2 cys. of report w/incls. 


New York Recionar OFFICE, 
ARMY AUDIT AGENCY, 
180 Varick St., N. Y. 14, N. Y., 19 March 1952. 
Subject: North Atlantic Constructors, Contract No. DA 49-129-Eng-114, Report 
of Deficiencies in Contractor's Procedures and System of Internal Controls. 
To: District Engineer, Corps of Engineers, U. 8. A., 61 Broadway, New York, 

New‘York. (Attention: Contracting Officer). 

1. This office deems it advisable and necessary to render the ensuing report 
in order that the Contracting Officer may be formerly apprised of certain 
major deficiencies noted in the subject Contractor’s procedures, which neces- 
sitate effective and immediate corrective action. 

2. Based upon information furnished by Army Audit Agency residency per- 
sonnel in New York, Norfolk and “Blue Jay”, the unsatisfactory conditions 
noted may be divided into three major categories: 

a, Material receiving and inspection procedures 
b. Material procurement procedures 
c. Material invoice audit procedures. 

3. Pertinent details pertaining thereto are discussed below: 

a. Material Receiving and Inspection Procedures.—From the inception of 
contractual operations in January 1951 to the present date, approximately 
$80.000,000, of materials have been procured by the Contractor and routed, in 
the main, through Norfolk for ultimate shipment to “Blue Jay”. The accomplish- 
ment of such procurement is evidenced by vendors’ invoices, signed copies of 
Government Matériel Inspection and Receiving Reports (DA 604), and/or Con- 
tractor’s Receiving and Inspection Reports (NY-10) signed by Corps of Engineer 
and Contractor personnel. The latter report is utilized as supporting documenta- 
tion for reimbursement claims in cases where the DA 604 was not executed. 

During the course of audit of the material vouchers presented for reimburse- 
ment, the precision with which the NY-10’s (Contractor’s Receiving and Inspec- 
tion Report) exactly duplicated applicable purchase orders and/or invoices, 
either upon original submission to the Army Audit Agency or after “correction” 
as resubmissions, suggested the need for further investigation of the attendant 
circumstances involved in Contractor’s receiving procedures at all affected sites. 
The following facts were disclosed as a result thereof : 

(1) The Contractor is known to be placing almost complete reliance, to the 
apparent exclusion of further independent corroboration, upon the quantitative 
aspects of Government inspection as evidenced on Form DA 604. Being fully 
aware that the Army Audit Agency has recognized the validity of the DA 604 as 
a means of facilitating reimbursement, the Contractor apparently views such 
recognition unqualifiedly and does not concede the limitations of such docu- 
ment, which when standing alone represents nothing more than a pre-shipment 
qualitative inspection on a selective basis, of materials located at vendors’ plants. 
The full import of actual physical count of materials received, has obviously been 
overlooked or minimized by the Contractor, to the extent of substituting the 
Governmeént’s inspection function for its own proper receiving function. Such 
misconception of functions when coupled with the wholly inadequate receiving 
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controls exercised by the Contractor, as set forth below, renders determination 
of possible loss to the Government incalculable, even at this date. Moreover, 
several cases (perhaps indicative of many others) have been noted wherein 
the vendors were paid and the Contractor reimbursed long before the material 
was shipped from the vendors’ plants. 

(2) Oceasioned by the Contracting Officer’s waiver of vendor plant inspection 
for approximately 60 percent of all material shipments, with the consequent 
absence of DA 604’s, the Contractor prepared its own Receiving and Inspection 
Report (NY-10) at Norfolk, for attachment to claims presented for Government 
reimbursement in New York. However, even in such situations, where the 
possibility of reliance upon prior Government inspection is wholly absent, all 
available evidence and verifications controvert any presumption that an adequate 
receiving and inspection procedure has been instituted. Rather, much evidence 
exists to justify the conclusion that little or no physical count was or is made of 
materials received at Norfolk, and that the NY-10’s were and are actually pre- 
pared from vendor's packing lists, vendor’s invoices or purchase orders. Atten- 
tion is invited to (a) letter dated 27 June 1951 (Exhibit A) from the Contractor 
to the Contracting Officer, and approved by the latter’s representative, wherein 
waiver of physical count of materials at Norfolk is requested, (b) Contractor's 
form letters NAC—N-308 (Exhibit B) and NAC-—N-323 (Exhibit C) designed for 
vendor circularization to obtain duplicate packing lists for purposes of supporting 
NY-10’s, (c) the fact that out of 6,988 NY-10’s prepared at Norfolk, 1,242 were 
originally at variance with applicable invoices, yet subsequently “corrected” to 
be in complete agreement therewith as a result of “recheck”, (d) the fact that 
the remainder of the NY-10’s were practically verbatim extracts of related in- 
voices and/or purchase orders, and (e) the existence of numerous audit deletion 
cases of significant dollar volume, wherein vendor’s have conceded that the 
quality and/or quantity of many items indicated on NY-10’s as having been 
“received”, were in fact, never shipped from their plants. 

(3) Information received from Army Audit Agency personnel at “Blue Jay” 
indicates that the material receiving and inspection procedure heretofore existing 
thereat was similarly deficient and cannot be deemed to compensate for the 
inadequate quantitative checks performed at the vendor’s plants or at Norfolk. 
The Contractor’s procedures at “Blue Jay” are such, that as of the present date 
approximately 50 percent of all material received (whether inventoried or not) 
is still unaccounted for on formal receiving and inspection reports, to say nothing 
of reports of shortages and/or damages and disposition thereof. In that connee- 
tion, attention is invited to Report of Property Account “Not in Condition For 
Audit”, NICA No. 52-2, dated 6 March 1952, pertaining to the subject contract, 
which was transmitted to your office for information and action. 

b. Material Procurement Procedures.—Noting the prevalence of certain im- 
proprieties which marked the Contractor’s procurement practices, the Resident 
Auditor was compelled to institute suspension action of the most flagrant cases 
which approximated $1,000,000, and represented apparent loss to the Govern- 
ment. This in addition to continued notification to the Contracting Officer's 
representatives, resulted in some improvement, though not to the extent of ob- 
viating continued scrutiny by the Army Audit Agency. The noted procurement 
malpractices (what others are involved have not been determined) took the 
following forms: 

(1) Furnishing incomplete or inadequate specifications to all but certain 
vendors, thus precluding receipt of meaningful bids, if at all, on a truly com- 
petitive basis. 

(2) Solicitation of bids from particular vendors and their affiliates only 
(known to submit identical quotations) to the exclusion of independent manufac- 
turers who could offer bona fide competition. 

(3) Establishing inconsistent deadline dates for bid submission purposes, 
granting lenient time limits for certain vendors and unreasonable, if not impos- 
sible, limits for others. 

(4) Procuring proprietary items without negotiation, under the guise of 
competitive bidding, by soliciting quotations from vendors known to be in an- 
other field of manufacture. 

(5) Awarding orders to certain bidders who offered unsolicited “promises” 
in addition to the requested firm quotations submitted by others, thus negating the 
competitive relationship among vendors. 

(6) Opening of bid quotations of certain vendors (who later proved to be the 
successful bidders) before the established closing date. 
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(7) Employing restrictive rather than descriptive terminology for bid solicit- 
ing purposes, thus suggesting to otherwise eligible bidders that proprietary 
products were involved. 

c. Material Invoice Audit Procedures.—In addition to the perfunctory recon- 
ciliations relating to receiving and inspection documentation indicated under 
paragraph b., above, the Contractor has exercised loose, or no control over the 
examination of vendor’s invoices prior to Government audit. Not only have 
many invoices been submitted devoid of the vendors’ signed certification required 
by contract, but in numerous instances the requisite certificates were affixed by 
Contractor’s personnel, and the vendors’ (or their representatives’) signatures 
manually forged thereon. The matter was duly presented to the Contracting 
Officer’s representative simultaneously with the institution of audit suspension 
action, resulting in the dismissal of some employees known to be involved. 

4. This office has fully appraised the significanee 6f¢the foregomeg information 
in light of all other considerations including the exigency of the contractual 
undertaking at the hazardous site involved. However, the complete waiver or 
substantial abandonment of vital controls, accounting or otherwise, by the Con- 
tractor cannot receive acquiescence of the Army Audit Agency solely because of 
military urgency, especially in a monetary operation which may ultimately 
approach ten figures. While it is not the intent of this office to dictate the 
methods of administering contractual activities (i. e., where or how Contractor’s 
actual inspection and count of materials shall be accomplished, what proper 
procurement methods shall be utilized, what audit program Contractor shall 
establish, etc.) it is the responsibility of this Agency to determine whether or 
not the accounting and related methods that are employed do not prejudice the 
best interests of the Government and are in accord with prescribed regulations. 
Toward that objective, the information contained herein has been crystallized 
and is formally presented for such further action as may be deemed appropriate. 
For further information it is advised that total Government reimbursements to 
date under the subject contract have approximated $100,000,000, with respect to 
which the aggregate possible loss to the Government as a result of the foregoing 
is indeterminable. Prompt corrective action by the Contractor at this time is 
particularly significant and urgent since the resumption of full-scale operations 
at the project site will begin as soon as the spring season arrives. 

5. All of the above information has been previously brought to the attention 
of your office by way of DD Forms 396 (Notice of Costs Suspended and/or 
Disapproved), correspondence, conferences, etc. However, in view of the formal 
summary advice presented herein, specific data on any questions will be furnished 
to you by the Resident Auditor upon request. 

For THE REGIONAL AUDITOR: 


(Signed) J. L. Ruri, Associate Regional Auditor. 


Contract number DA 49—1298-ENG-114 
File NS—412 


Exntisit A 
NortH ATLANTIC CONSTRUCTORS 
A Joint Venture 
NORFOLK BASE YARD, P. 0. BOX 2020, NORFOLK, VIRGINIA 


JUNE 27, 1951. 
Area Engineer, Northeast District, P. O. Box 2020, Norfolk, Virginia. 
Subject: Blue Jay Cargo Packed for Export 


Dear Stir: Due to the large volume of cargo required to move through Norfolk 
in a very short time and being limited by the number of checkers and/or 
inspectors which can be used at Norfolk, it will be necessary that cargo des- 
tined for construction operations at Project Blue Jay be purchased packed for 
export wherever possible. 

We feel that due to the above limitations this cargo be forwarded without 
an actual detailed physical inventory being made. Further, we feel that the 
integrity of the vendors with whom we are dealing is above question and that 
any shipments for which they furnish packing lists will be made in accordance 
with the packing list. 
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It is, therefore, requested that you grant us approval to forward any ship- 
ments on which packing lists are furnished or inspection has been made at 
source by representatives of the various district engineers without making a 
detailed check of the contents of the packages at the Norfolk Base Yard, and 
that the North Atlantic Constructors be permitted to use copies of the packing 
list or DA-604 to support tally-ins in lieu of such actual checking. 

Thanking you in advance for your consideration, we are, 

Very truly yours, 
NORTH ATLANTIC CONSTRUCTORS, 
/8/ KR. C. Ellington, 
R. C. ELLINGTON, 

RCE/Ipw. Base Yard Superintendent. 

Approved : /s/ JAMES L. GoopRIcH, 

Major, Corps of Engineers, 
Contracting Officers Representative. 


OXHIBIT B 
NortH ATLANTIC CONSTRUCTORS 
A Joint Venture 


NORFOLK BASE YARD, P. 0. BOX 2020, NORFOLK, VIRGINIA 


NAC-N-308 
A aeclcoastcias a ectanlbaieue nedahiaasineeselinn ede aes 
Be es INS. aces anceiniienesasesns ee a 

To: 

Subject: Packing List 

Att’t. : 

GENTLEMEN : Upon receipt of a shipment from your company —-_-- 
1951, weighing approximately —_--~- pounds, we find the pac “king list 


was evidently lost or destroyed in transit. “We request you furnish this office 
with a duplicate packing list at an early date. This will facilitate our receiving 
of the materials in the proper manner. 
Very truly yours, 
NortH ATLANTIC CONSTRUCTORS 

gy Sk A Saeco eeae 
'D. SAMBAL, 
Seams r ty Department. 


ExuHtIsir C 
NortH ATLANTIC CONSTRUCTORS 
A Joint Venture 


NORFOLK BASE YARD, P. 0. BOX 2020, NORFOLK, VIRGINIA 


NAC—N-323 

To: 

Subject : 

Attention: 
GENTLEMEN : Our records have insufficient evidence as to the documentary proof 

of we Er I ieniitnintigtiacaigion consisting of____- 


Ww eight Ec sagncnediiepmmteneal We request you furnish this office with same e and also a 
copy of your packing lists. This will facilitate an early balance of our Property 
Records in an expedient manner. 
Very truly yours, 
NortH ATLANTIC CONSTRUCTORS. 
TO ied 


Senator Jounson. Very well. The committee will ie: a recess. 
(Whereupon, at 4 p. m. the committee adjourned subject to the call 
of the Chair.) 
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TUESDAY, APRIL 1, 1952 


Unrrep SraTes SENATE, 
PREPAREDNESS SUPCOMMITTEE OF THE 
CoMMITTEE ON ARMED SERVICES, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 9:30 a. m., in room 212, 
Senate Office Building, Washington, D. C., Senator Lyndon B. John- 
son of Texas presiding. 

Present: Senators Johnson of Texas (presiding), Hunt, Stennis, 
Bridges, and Saltonstall. 

Also present: Ashbrook P. Bryant, chief counsel; Downey Rice, 
special counsel ; George H. Martin, staff consultant; William L. Cary, 
deputy Department counselor, Department of Army. 

Senator Jounson. The committee will come to order. 

The chairman had hoped some other members would be here, but 
some of them have indicated that they would be late. We have 
another meeting scheduled for 10:30, and it will be necessary to have 
some time to go over a few things before it begins. Therefore, I think 
we had better start this one now. 

The Chair would like to say that late Saturday afternoon, as he was 
preparing to attend a dinner, he was called by the deputy counselor 
of the Army and consulted on a proposed press release to be issued 
by the Army for Colonel Reed, who was a witness before this com- 
mittee earlier in the week. 

After listening to the press release, the chairman told the deputy 
Department counselor of the Army that the committee had heard 
Colonel Reed’s testimony with interest. I said that if Colonel Reed 
desired to correct that testimony in any way, or if Colonel Reed felt 
that in the light of all of the facts he would like to repudiate any of 
his statements, the chairman would attempt to arrange a meeting of 
this subcommittee to give him an opportunity to make any corrections 
he desired under oath. 

Throughout its existence this committee has been rather insistent 
on fair play in establishing a record. 

The hearings held by this committee—on the North African bases, 
the Blue Jay project, or any other subject—were conducted for the 
purpose of getting at the facts. 

Therefore, I took the liberty of suggesting to the Department that 
if there were any facts in the record that Colonel Reed desired to 
correct, or they desired to correct, we would be glad to give him or 
them an opportunity to do it. I also said that I thought it was more 
appropriate to correct testimony under oath than by indulging in a 
mimeographed correction. 
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The Chair was aware that earlier in the day the Assistant Secre- 
tary of Air, Mr. Huggins, had issued a press release in which he pur- 
ported to have knowledge of conditions on the Blue Jay project. He 
apparently gave assurances that the status of this project was up to 
Air Force expectations. 

The committee, of course, plans to continue indefinitely an inten- 
sive study of all reports of inefficiencies and irregularities and waste. 
We hope tliat we will never be in ‘@ position where we will have to 
conclude our hearings before we have all of the information available 
to us. 

In connection with the north African bases, Mr. Easterwood, rep- 
resenting the contractor, asked the chairman of the committee for 
an opportunity for the contractors to be heard. I assume that the 
officers in charge of the north African project will also desire to be 
heard, although I have not been requested for that opportunity. 

The chairman stated to Mr. Easterwood, the counsel for the con- 
tractors, that at the appropriate time, when we have completed obtain- 
ing the information the committee staff desired to obtain, we would 
give them ample advance notice and arrange for them to be heard. 

Yesterday, during the vote on the pay-raise bill, Mr. Paul McNutt, 
purporting to speak for a representative group of the contractors, 
asked to see me. I] was on the floor and unable to see him, but he 
filed with the committee, on behalf of the Atlas group in north Africa, 
a letter in which they ask for some of their officials to be granted the 
opportunity to testify. They said that they were asking certain men 
on the job to return to this country for that purpose. 

I think it is appropriate to include in the record at this time a copy 
of that letter. 

(The letter above referred to is as follows :) 


ATLAS CONSTRUCTORS 


A Joint Venture, Contract DA-30—-082-—eng-7, for Department of Army, 
Corps of Engineers 


New York, N. Y., March 31, 1952. 
Senator LYNDON JOHNSON, 
Preparedness Subcommittee of Armed Services Committee, 
United States Senate, Washington, D.C. 

Dear SENATOR JOHNSON: The undersigned component member companies of the 
joint venture know as Atlas Constructors, which holds contract for the construc- 
‘tion of air bases in Morocco, earnestly request that their representatives be 
heard before your committee. 

Statements made before your committee which are, in our opinion, inaccurate 
and misleading, have been extremely damaging to the member companies of this 
group and, indeed, to the entire construction industry. 

We will therefore welcome an opportunity for Mr. J. B. Bonny, chairman of 
the operating committee for Atlas Constructors, and vice president and director 
of Morrison-Knudsen Co., Inc., and for Mr. Lyman D. Wilbur, vice president 
and director of Morrison-Knudsen Co., Inc., and resident partner of Atlas Con- 
structors in Morocco, to have the opportunity to refute statements which we 
believe to be erroneous and to advise, as you may desire, of the actions which 
are being taken and have been taken to improve the performance of the con- 
struction work since the termination of the so-called crash program. 
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Mr. Lyman D. Wilbur is being called to the United States from the job site, 
and both Mr. Wilbur and Mr. Bonny will be available at the pleasure of your 
committee at any date following April 7. 
Yours very truly, 
MorRISON-KNUDSEN Co., INC., 
By H. W. Morrison, President. 
BATES & ROGERS CONSTRUCTION CORP., 
By Lester C. Rogers, President. 
RatpH E. Mirts Co., INC., 
By RavpuH E. MILs, President. 
BLYTHE Bros. Co., 
By Jack BLYTHE, Sr., President. 
NELLO L. TEER Co., 
By NELLO L. TEER, President. 


Senator Jounson. I assure Mr. McNutt and Mr. Easterwood and 
the contractors on both jobs that the committee is going to be insistent 
that they have an opportunity to be heard and that they be given a 
chance to be faced with the testimony and the accusations that have 
been made and to give any testimony that they desire. 

Colonel Reed, will you come around, please ? 


Colonel Rrep. Yes, sir. 


TESTIMONY OF COL. HARRY E. REED, CHIEF, ARMY AUDIT 
AGENCY—Resumed 





Senator Jounson. Colonel Reed, you were sworn for the purpose of 
giving testimony here. You are aware of the fact you are still testify- 
ing under oath? 

Colonel Reep. Yes; I realize I am still under oath. 

Senator Jonnson. All right. Will you take a seat? 

Colonel Reed, I have never had any communication from you, but 
before we go into this testimony this morning I should like to inquire 
as to whether you communicated to the committee or the Army a desire 
to correct the record in any respect. 

Colonel Rexp. I do not believe it is my desire to correct the record, 
sir. A newspaper—I believe it was the Washington Post of Saturday 
arried a headline to the effect that there was graft in a 
billion-dollar project. 

Mr. Huggins, Assistant Secretary of the Air Force, apparently saw 
fit to make a press release denying some of that statement; and, inas- 
much as I had not testified before the committee here that there ac- 
tually was graft or that the project actually was a billion-dollar 
sroject, I felt that possibly some correction was in order along that 
nn 

Senator Jounson. Now, Colonel, this committee is not assembled 
this morning for the purpose of correcting any news stories or any 

lay that a newspaper might give to a story. If there is anything 
in the record—have you read the transcript of the record, your 
testimony ? 

Colonel Rrep. No, sir. I saw what was a part of my testimony. 


Senator Jounson. Were you incorrectly quoted in the article that 
you read? 








554 INVESTIGATIONS OF OVERSEAS AIR FORCE BASES 


Colonel Rerp. That reference I have just made to the Washington 
Post, where it said there was graft in a billion-dollar project, I think 
that is incorrect, sir. 

Senator Jounson. Did the Post quote you as saying that there was 
graft in the billion-dollar project? 

Colonel Rerpv. I do not know whether it was an exact quote, but 
the headline did say there was graft in a billion-dollar project. 

Senator Jounson. I would like t@ ask counsel at this time—just 
for the benefit of the members of the committee and staff and others 
present—to state what the record shows with regard to your testimony. 

Counsel, will you go over the pertinent parts of the transcript and 
clarify the matter before we go into it any further? 

Mr. Bryant. First, the report of March 19, 1952, by Mr. Rubin, 
which was introduced into the record at the last hearing, reads on 
page 4, paragraph 

Senator Jounson. This is Mr. Rubin’s report of Mareh 19? 

Mr. Bryant. That is correct. 

Senator Jounson. Colonel Reed, would you again identify Mr. 
Rubin to refresh our memories? 

Colonel Rrepv. Mr. Rubin is the regional auditor in the New York 
regional office of the Army Audit Agency. 

Senator Jounson. As such, he is one of your subordinates ? 

Colonel Reep. That is correct. 

Senator Jonnson. Is he the head man in the New York office? 

Colonel Reep. No; he is not. However, he is in charge of what 
we term “industrial audit,” and this, of course, is an industrial audit. 

Mr. Bryant. I think the pertinent sentence reads as follows [read- 
ing |: 





However, the complete waiver or substantial abandonment of vital controls, 
accounting or otherwise, by the contractor cannot receive acquiescence of the 
Army Audit Agency solely beca1se of military urgency, especially in a monetary 
operation which may ultimately approach 10 figures. 


That is the quotation from Mr. Rubin. Now, on page 1,222 of the 
record of these hearings, the following appears [reading] : 


Senator Jonnson. What is the estimated cost of this project? 

Colonel Reep. I do not know what the top figure is on that, sir. I understand 
that is classified. I do not know. 

Senator JOHNSON. You said it was not classified. 

Colonel Rrep. This particular one; but the over-all figure in the contract I 
believe is. 

Senator JoHNnson. You just read the figures there a minute ago. 

Colonel Reep. I said, in here I read that this contract may run into 10 figures. 

Senator JOHNSON. What is “10 figures”; what do you mean by “10 figures”? 

Colonel Rreep. A million would be 1 and five figures, and there will probably 
be 10,000,000 there, and four more would be 100,000,000. That would come up 
to a billion there. 

Senator JOHNSON. Put it in language that I can understand. I am not very 
good in arithmetic. 

Colonel REED. Nor am I, sir. 

Senator JOHNSON. You are the finance expert here, head of the Audit Agency. 

Colonel Reep. I said I was not an auditor. 

Senator JoHnson. You understand these figures, and I do not. What is the 
figure, a billion dollars? 

Colonel Reep. That would be indicated here, sir. 
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Now, on page 1228 of the record, we return to that question 
[reading] : 


Mr. Bryant. Colonel Reed, you spoke of there being a billion dollars involved 
in this contract. That refers—does it?—specifically to the Blue Jay contract? 

Colonel Reep. Yes, sir. 

Mr. Bryant. That contract was awarded to the North American Contractors? 

Colonel Reep. That is right, sir. 

Mr. Bryant. The entire amount? 

Colonel REED. Yes. 

Mr. Bryant. Is that usual? I realize this is a syndicate—— 

Colonel Reep. It is a joint venture. I would not say it was a “syndicate.” 

Mr. BRYANT, Is it the usual thing for a contract of that size to be awarded to 
a single company, although it might be a joint venture, or is this an unusual 
contract from the point of view of size? 

Colonel Reep. On the 22d of January of this year, 1952, I asked exactly that 
Same question. 

Mr. Bryant. You asked it of whom? 

Colonel Reep. Of the Corps of Engineers and General Nold said that it was 
impossible to get any single contractor in the United States to take over jobs 
of this magnitude, that they were not prepared to take over jobs of this size. 
He said it was therefore necessary to use this joint-venture type of contracting. 
From my own personal knowledge I do not know. I merely pass that on because 
we did question it and that was the answer. 

Mr. Bryant. I believe my question was, Colonel, even assuming this is a 
joint venture, is not this a rather large contract to be let to one group. 

Colonel Reep. I do not believe so; no sir. Maybe Mr. Rubin could comment 
on that. 

Mr. Rustin. I think the report in stating 10 figures did not necessarily indicate 
a specific amount because the contract itself has not reached the proportions 
indicated therein, but this represents rumors heard in the Corps of Engineers 
headquarters and in the residency. 

Mr. Bryant. What do you mean by “rumors heard by the Corps of Engineers?” 

Mr. Rustin. Well, in determining planning it is definitely necessary to get 
an idea of what the potential value of that contract will be. 

It is common knowledge that these things are exchanged in the residency as 
well as at the job site. I think perhaps the allusion to the 10 figures was ill- 
advised at this time under the circumstances. 

I think that includes the pertinent parts of the record, sir. 

Senator Jounson. Colonel Reed, do you have any comments to make 
on the record ? 

Colonel Reep. Yes, sir; I think the lifting of the billion dollars 
from the context is somewhat out of order, because when this headline 
— it just—at least my reaction was that I had been quoted as 

saying that this was a billion-dollar contract. 

From the refreshing I have just had of my testimony I cannot see 
that I have said that or even indicated that this was actually a $10- 
billion job—— 

Senator Jounson. No, you indicated it was a billion-dollar job—— 

Colonel Reep. Ten million, not ten billion. I beg your pardon 

Senator Jonnson. Well, let us not throw these “billions” around 
or you are going to be misquoted again. 

‘olonel Rep. Thank you for the cor rection, sir. Well, as I see it, 
the newspaper would create the impression I had testified under oath 
that this was a billion-dollar job, and I still do not believe I have ever 
testified this was actually a billion-dollar job. 

Mr. Bryant. May I ec: all your attention to page 1228 of the record— 
not to be argumentative 
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Mr. Bryant. Colenel Reed, you spoke of there being a billion dollars involved 
in this contract. That refers, does it, specifically to the Blue Jay contract? 

Colonel Reep. Yes, sir. 

Colonel Reep. Well, Mr. Counselor, I am referring specifically— 
that again is lifted from the context—I am specifically referring to my 
reading of the document and you will find there is a continuity, if you 
go back to my testimony, that I am testifying : about what this particu- 
lar document says. 

To paraphrase this, you are asking in effect, does this document 
pertain to Blue Jay and I said it does; I did then and I do now—that 
is, the document itself. But I did not say anytime affirmatively that 
this was a billion-dollar contract. 

Senator Jounson. Well, what do you want to say before the com- 
mittee this morning in order to clarify your testimony ¢ 

Colonel Rerp. Well, I have here a prepared statement, if I may read 
it, sir. 

Senator Jounson. Allright. Did you prepare that statement ? 

Colonel Rrep. Yes, sir. 

Senator Jounson. You wrote that statement yourself ¢ 

Colonel Rrep. I did not put it all in these words. However, there 
is nothing in here 

Senator Jounson. Well, Colonel Reed, who wrote the statement? 

Colonel Reep. It was a joint effort. 

Senator Jounson. Who wrote it? 

Colonel Rerp. It was probably written by five or six people—by Mr. 
Fuerst, who is my special assistant, he participated in it. General 
McLain, who is my superior, he partic ipated in it, sir. 

However, I presented my ideas and they were reduced into this 
format so as to make it as brief as possible, as we could make it, with- 
out disturbing 

Senator Jounson. Is this the statement the Army proposed to re- 
lease to the press Saturday afternoon ¢ 

Colonel Rerp. Yes, sir. 

Senator Jounson. The same statement é 

Colonel Reep. Yes, sir. 

Senator Jounson. How many statements have you had prepared 
on this point? 

Colonel Rerp. Oh, I think we have written five or six and revised 
them and we boiled it down to bring out actual facts, but the original 
form has never been changed. 

Senator Jounson. Who suggested it? 

Colonel Rerp. I think Mr. Cary, the Deputy Department Counselor 
of the Department of the Army. 

Senator Jonnson. Would you outline to the committee just what 
happened ¢ 

Colonel Rreep. Yes, sir. Mr. Cary asked me about this article in 
the newspaper 

Senator Jounson. When was this, Saturday morning? 

Colonel Reep. Yes, sir; Saturday afternoon. 

Senator Jounson. Saturday afternoon ? 

Colonel Reep. Yes, sir. 

Senator Jounson. What time? 

Colonel Reep. I would say probably about 3:30 or 4 o'clock. 
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Senator Jonnson. Now, would you relate to this committee the de- 
tails of what happened ? 

Colonel Reep. Yes, sir. I said that 

Senator Jounson. Did he call you on the telephone or come to see 
you or what? 

Colonel Rexp. It was a telephone conversation. 

Senator Jounson. Were you at your office / 

Colonel Rrep. No, sir, I was at home. 

Senator Jounson. You were at home and the lawyer called you at 
home ¢ 

Colonel Reep. Yes, sir. 

Senator Jonnson. What did Mr. Cary say? 

Colonel Rrep. Mr. Cary said he had noted a headline in the morn- 
ing paper and asked me if that was correct, that I had testified that 
there was graft in a billion-dollar contract. 

I said, “No, I am quite certain I did not testify to anything of that 
kind.” 

And he says, “Well, Mr. Huggins, the Assistant Secretary for Air, 
was a little exercised about this particular headline and he had seen 
fit to develop a press release about this particular headline” and in- 
asmuch as the Air Force had had some comment to make about the 
headline, I feel that it was Mr. Cary’s idea that the Army should 
also have something to say about the testimony and the headline. 

He proposed to me at that time that we get together possibly and 
work up a statement as a press release. He wanted what informa- 
tion I had about my testimony, about what I said, and I gave it to him. 
And then on Monday morning 

Senator Jounson. Is that all the conversation? Did you say to 
put out a press release ? 

Colonel Rrep. No, sir. 

Senator Jonson. Did he indicate to you any time Saturday that 
the Army would prepare a statement? 

Colonel Rexp. No, sir. 

Senator Jonnson. To be issued —— 

Colonel Rerp. No, sir. 

Senator JoHNnson (continuing). As a press release ? 

Colonel Reep. No, sir. 

Senator Jonson. He did not? 

Colonel Resp. No, sir; he suggested to me that it would be quite in 
order to create a press release and in effect he asked me what I would 
like to say or what I would say and this is what I said [indicating 
document }. 

Senator Jonnson. But no one indicated to you they wanted to issue 
a press release Saturday afternoon ¢ 

Colonel Reep. No, sir: not any press release. Mr. Cary indicated 
to me or asked if I would come over to his office, I believe, Monday 
morning, and we would attempt—or I would give him my ideas and 
he would put them in a written press-release form. 

Senator Jonnson. Since this concerns Mr. Cary—Mr. Cary is in the 
room. 

Mr. Cary. I just wanted to make a statement—I would be glad to 
make it under oath. 
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Senator Jounson. The committee will be glad to hear you later. 

Now, Colonel, when you refer to the morning paper, do you mean 
the Washington Post of Saturday morning? 

Colonel Rrep. Yes, sir. 

Senator Jounson. If you will notice that story there, I would like 
to show it to you; it starts out by purporting to quote your testi- 
mony—— : 

Colonel Reep. May I read the article aloud, sir? 

Senator JoHnson. Yes. 

Colonel Reep. This is the Washington Post, date, Saturday, March 
29, 1952. 

It has a headline across the entire page at the top, “Graft charged 
in $1 billion polar base.” 

Then the subheading, “Audit report sets loss to United States above 
$40 millions.” 

In another part of the subheading, in quotation marks, its reads: 
“*Improprieties’ cited to Senators include dummy bidders and van- 
ished materials.” 

Then it says, “By the Associated Press.” 

The Army’s audit chief, Col. Harry E. Reed, testified yesterday the secret 
United States Polar Air Base in Greenland is being constructed at a cost of a 
billion dollars. Previous testimony had set the cost at $300 million. 

Reed and other witnesses gave a Senate committee Army audit reports indi- 
eating that— 

1. Materials worth $40 million shipped to the site are “unaccounted for” 

Senator Jonnson. Was that in-the report? 

Colonel Rrrp. I do not know; I would have to refresh my memory, 
sir. 

Senator Jonnson. Is that a part of the article you object to? 

Colonel Rreep. Not in particular; no, sir. 

Senator Jonnson. All right. Go ahead. 

Colonel Reep (reading) : 
and the Government may also lose a million dollars through “improprieties” on 
the project. 

Senator Jounson, Is that in the audit report? 

Colonel Reep. That is indicated—the sate indication of $1 million 
in the report that there is, as I recall it, sir, is that we suspended, I be- 
lieve, $3,500,000; $2,500,000 have now been passed definitively and 
$1,000,000 still remains for audit action or support by the contractors. 
In other words, we have questioned and have not paid $1,000,000; that 
remains to be definitely audited. 

Senator Jounson. And you do not repudiate that point? 

Colonel Reep. No, sir. 

Senator JoHnson. Go ahead. 

Colonel Reep. This is in parentheses, the following sentence: 

(Another conflicting report said irregularities were “trifling” and the Govern- 
ment “suffered no loss.’’) 

Senator Jonson. And that was the March 25 report that the 
chairman had read in the record; is it not ? 

Colonel Reep. That is correct, sir, that is the report of Mr. Osgood, 
who was the resident auditor on the project site—not the project site, 
but the resident auditor in New York City for the Blue Jay project. 
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Senator Jonnson. But that is the report the chairman had read into 
the record, copies of which had been sent to the contractors and the 
Army engineers 

Colonel Reep. It had been sent to the, as I recall the distribution on 
that, it went to the New York regional office, one copy came to me as 
Chief of the Army Audit Agency, “and one copy went to the contracting 
officer. 

Senator Jounson. And you described that as unusual procedure, as 
I remember. 

Colonel Rep. I do not recall how I termed it, sir, but it was not in 
accordance with our normal practice of channeling, sir. 

Senator Jounson. Go ahead. 

Colonel Reep (reading) : 

2. Purchasing agents for the project dealt with “dummy bidders known to be 
not able to make bona fide bids” and steered big purchase contracts to favored 
vendors. 

Senator Jounson. Do you question the accuracy of that? 

Colonel Reep. No, sir. 

Senator Jounson. Do you confirm it? 

Colonel Rrep. I give credence to the report of the 19th of March 
1952. I adopt that as my own, sir. 

Senator Jonnson. Does the March 19 report say what you are read- 
ing? 

Colonel Rrep. Yes, sir. 

Senator Jonnson. Go ahead. 

Colonel Reep (reading) : 

8. Purchasing agents also allowed delivery of materials to the base site without 
having them inspected or checked to find out whether the Government was getting 
what it paid for. 

Reed and another auditor, Nathan L. Rubin, said they had uncovered evidence 
of influence deals and the use of fake documents. 

The disclosures prompted Chairman Lyndon B. Johnson 

Senator Jounson. Now, on that point, is it correct that the report 
disclosed that ? 

Colonel Reep. Yes, sir. 

Senator Jonnson. Now, that is what I wanted you to read; that is 
your testimony. You have heard Mr. Bryant give you the background 
of the record. 

As I understand it, you are Chief of the Army Audit Agency. 

Colonel Reep. Yes, sir. 

Senator Jonunson. Mr. Rubin and Mr. Osgood are your subordi- 
nates? 

Colonel Reep. That is correct. 

Senator Jounson. Mr. Rubin says in the report of March 19 cer- 
tain things that were read into the record and that you stated were 
contained in the report. 

Colonel Reep. That is correct, sir. 

‘Senator JoHnson. You have no personal knowledge of those discrep- 
ancies and irregularities and accusations that were made in that re- 
port; is that not true? 

Colonel Reep. That is correct, sir, I do not. 

Senator Jounson. You had to reply on what Mr. Rubin said? 

Colonel Reep. That is correct. 

94341—52—pt. 3——17 
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Senator Jounson. And you have never been to the base site 
yourself ? 

Colonel Rep. No, sir, I had not. 

Senator Jounson. You do have, though, at the base at this time 
a resident auditor ? 

Colonel Reep. That is correct, sir. 

Senator JoHnson, And that auditor is Mr. Osgood ? 

Colonel Rrep. At the base, no, sir, Mr. Osgood is in the New York 
City office. 

Senator Jonnson. Is Mr. Osgood stationed in New York? 

Colonel Rerep. Mr. Osgood is actually stationed in New York City. 

Senator Jonson. Now, is Mr. Osgood a subordinate of Mr. Rubin? 

Colonel Reep. Yes, sir, he is. 

Senator Jonnson. Now, with reference to Mr. Osgood, what is his 
responsibility ¢ 

Colonel Rreep. Mr. Osgood is the resident auditor who audits cost 
submissions by the contractor for purchases that he, the contractor, 
has made and for which he wants reimbursement under this type of 
contract. 

Senator Jounson. At this particular project? 

Colonel Rreep. For Blue Jay. 

Senator Jomnson. Does he have any other projects for which he 
does the same work? 

Colonel Rreep. No, sir. 

Senator Jounson. Now, you remember that Mr. Osgood in his 
report of March 25 which I read in the record seemed to take issue 
with the report of March 19. The two reports conflicted consider- 
ably, would you not say ? 

Colonel Rrep. No, sir; I do not believe that is true, sir. I feel 
that—I feel that Mr. Osgood, of course, received a copy of this let- 
ter of March 19 and there are quite a number of allegations made in 
there and I feel that Mr. Osgood felt that Mr. Babin was taking 
him to task, toa degree, for not doing a good job. . 

And I feel—of course, this is all a matter of conjecture, sir—I feel 
that Mr. Osgood was trying to tell Mr. Rubin that he was doing a 
good job there. He said, “I have saved the Government money; 
I don’t think the Government lost any money.” 

Mr. Osgood took 400 deletions against this contract; therefore, it 
was his idea that he was doing a good job insofar as this reimburse- 
ment was concerned, that he was not allowing any vouchers to be paid 
that should not be paid. 

Senator Jounson. Well, in the March 19 report this statement is 
made: 

However, the complete waiver or substantial abandonment of vital controls, 
accounting or otherwise, by the contractor cannot receive acquiescence of the 
Army audit agency solely because of military urgency, especially in a mone- 
tary operation which may ultimately approach 10 figures. 

That is what Mr. Rubin says. 

Colonel Rrep. That is correct, sir. 

Senator Jounson. Now, some 6 days later Mr. Osgood, his subordi- 
nate, says, and I quote: 


There has been no complete waiver or substantial abandonment of vital controls 
by the contractor, as indicated in paragraph 4 of the subject report. 
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Now, it seems to me that here you have two auditors—one your sub- 
ordinate and one your subordinate’s subordinate—that are not in 
agreement as to whether or not there has been complete waiver or 
substantial abandonment of vital controls. Would you say that is a 
fair observation ? 

Colonel Reep. That particular statement—I would accept Mr. 
Rubin’s statement on that and not Mr. Osgood’s statement. 

Senator Jounson. Why ? 

Colonel Reep. I think that Mr. Osgood has an interest in this, in 
that he is attempting to protect his own job and he is making those 
statements, I believe, because—this is all a matter of conjecture, sir— 
it seemed to me Mr. Osgood is just trying to state that he is doing a 
good job on the job that he has. It does not cover but a small portion 
of the activities of this Blue Jay project, sir. 

Mr. Rice. Have you checked into it a little further in order to 
apprise yourself as to the facts, to help you in your opinion / 

Colonel Reep. To a degree. However, I have not questioned Mr. 
Osgood because I felt he might be called as a witness here, and I did 
not question Mr. Osgood as to why he made those remarks. 

Mr. Rice. You have looked at some of the supporting documents 
Mr. Rubin gave you in connection with his report, did you not ? 

Colonel Rerp. That is correct. 

Mr. Rice. For instance, the so-called forged certificates or the cer- 
tificates with the wrong names. 

Colonel Reep. I would say illegal signatures. I do not know 
whether they were forgeries or not, I am not qualified. I have seen 
some of those. 

Senator Jounson. Colonel Reed, the purpose of the meeting this 
morning is to give you an opportunity to elaborate or clarify or correct 
any of thistestimony. As I reviewed your testimony and as I listened 
to you this morning, you did not attempt to change it, did you? 

Colonel Rrrp. No, sir. 

Senator Jounson. Nor did you attempt to repudiate it. Essen- 
tially your position is that you did not think a headline correctly 
portrayed your testimony, is that right? 

Colonel Reep. That is correct, sir. 

Senator Jounson. Now, I understand you have confirmed those 
parts of the article that you have just read, which summarize your 
testimony and the spec ific items that go into it? 

Colonel Rrep. I have, sir. 

Senator Jounson. So, what it sums up to is that the Army, as the 
result of the Air Force’s concern, felt that it should answer the head- 
line instead of answering the testimony. 

Colonel Reep. Well, that is—that would seem to be correct, sir. 

Senator Jounson. Now, as to the statement upon which you col- 
laborated with other people. You did not write that statement, did 
you? You did not make that statement ? 

Colonel Reep. No, sir; not manually I did not make that statement. 
1 did not put it down manually. 

Senator Jounson. You participated in a conference with several 
people, and out of that conference came a series of statements of 
which this is the latest ? 

Colonel Reep. That is correct. 

Senator Jounson. How many statements would you say were pre- 
pared in this conference ¢ 
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Colonel Reep. Yes, sir; that is correct. 

Senator Jounson. I mean, was this the third or the tenth or the 
second statement or what? 

Colonel Rerp. Well, I would say there were four or five—we had 
such things as, for example, we wrote one but, however, objected to 
certain words, and we struck out “solely” and substituted the word 

“only.” 

Senator Jounson. Where was the-statement actually prepared ? 

Colonel Reep. That I don’t know. All I know, it was prepared in 
the Department of the Army, over in the Pentagon. Just who did it, I 
do not know. 

Senator Jounson. Where were their meetings held ? 

Colonel Reep. The meetings were held in Mr. Cary’s office and Mr. 
Shackleford’s office. 

Senator Jounson. They are lawyers in the department of the 
counselor ? 

Colonel Rrxp. Yes, sir. 

Senator Jounson. You were asked to come to those meetings and 
you participated in the discussion leading up to the formulation of 
this statement ? 

Colonel Reep. It was not exactly discussion. They asked me if I 
could ‘make a statement, and I thought I would and I did. 

Senator Jonnson. If it was not a discussion, what would you call it? 

Colonel Reep. Well, we discussed that statement but I was never 
at any time under compulsion. 

Senitor Jounson. Well, a “discussion” does not suggest any com- 
pulsion, does it ? 

Colonel Reep. No, sir; that is correct. 

Senator Jounson. And you agreed that a statement should be 
prepared ¢ 

Colonel Rerp. That is correct. 

Senator Jounson. And the Army lawyers prepared a statement and 
you carefully reviewed it! 

Colonel Rerp. I would not say they pr epared it. I made a state- 
ment and they reduced my statement to writing. 

Senator Jounson. Did you make notes of what you said? 

C olonel Reev. I think—took some notes, yes, sir. 

Senator Jounson. And this [exhibiting] i is the statement that you 
embrace i in its entirety and you agree with completely, and that you 
believe accurately reflects your viewpoint when you testified the other 
day and is still your viewpoint today ? 

Senator Srennis. What statement are you referring to, this state- 
ment here [indicating | ¢ 

Senator Jounson. Yes. 

Senator Srennis. Thank you. 

Senator Jounson. Colonel Reed, do you desire to read that state- 
ment ? 

Colonel Rerp. Yes, sir. This is headed, “Statement of Col. Harry 
E. Reed, Chief of Army Audit Agency, before the Senate Prepared- 
ness Subcommittee, April 1, 1952.” [Reading: :] 


Iam Col. Harry E. Reed, Chief of the Audit Agency. 

Some newspapers on Saturday, March 29, quoted me as stating before your 
subcommittee that construction work at Blue Jay, the Greenland Air Base, will 
amount to $1,000,000,000. I wish to clarify this statement. 
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Senator Jounson. Well, now at that point; you are now clarifying 
the newspaper statement and not your testimony. 

Colonel Reep. That is correct, sir. [Reading :] 

In the first place, the billion-dollar figure was based upon my quotation from 


a report of my associate regional auditor, Mr. J. L. Rubin, which report de- 


scribed Blue Jay as “a monetary operation which may ultimately approach 10 
figures.” 


I want to explain that the reference to “10 figures” should not be used out of 
context. This was contained in a report within the Army for internal consid- 
eration solely to give some indication of the possible ultimate magnitude of the 
job. It was never intended to be used as an official estimate of the cost of the 


project. 

Senator Bripces. Well, if I may, in a very preliminary and very 
general way we on the Armed Services Committee and on the Appro- 
priations Committee and the American people expect that when you 
give a figure of “about one quarter of a billion dollars” that it means 
approximately $250 million; and that when you are talking about a 
figure reading “10 figures,” that it could reach this one thousand mil- 
lion dollars, does that mean—— 

Colonel Reep. It would approach that, sir. 

Senator Hunt. Well, how could it re: ach $1 billion when the whole 
project is only $ $155 million? 

Colonel Rrep. That is the present plan, sir, that is not saying what 
is in the future. 

Senator Hunt. That is it so far? 

Colonel Rrep. That is the present plan, sir. That is not to say that 
there will not be other future plans and further expansions of this 
type. 

Senator Hunt. Yes; I know, but this report is not talking about 
that, it is talking about materials—about what happened, about the 
facts, not about something in the future. 

Colonel Reep. The report of the 19th of February points out cer- 
tain—what we in the Audit Agency considered as improper practices. 

Senator Jounson. You mean March 19? 

Colonel Reep. March 19; and based upon the present plan it would 
seem, as Mr. Huggins says, and I have no doubt he knows exactly what 
he is talking about, that this will be $250 million. However, we must 
in the Audit Agency, plan an office staff for all of these places if and 
when the work starts. It is difficult to find individuals who are willing 
to go to those places and we must find them, we must be looking for 
the individuals a long time ahead of time, before it actually starts. 

Senator Hunt. And how many auditing people did you have when 
it started ? 

Colonel Reep. I think we had eight. 

Senator Hunt. Are you sure? 

Colonel Reep. I said eight and I believe we had eight; I would have 
to go back. 

Senator Hunr. You are sure it was not just one? 

Colonel Reep. Sir? 

Senator Hunt. You are sure it was not just one? 

Colonel Reep. I would not deny that, and it seems to me, however, 
if my memory serves me right, we had eight on that job. Now, just 
who they were or where, I cannot say. 

Senator Hunt. Now, when you testified you had Mr. Rubin and 
Mr. Cutler, but you did not have this man, Mr. Osgood, who perhaps 
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more than any other one man directly connected with this auditing 
from Stateside knows more about it—why ? 

Colonel Rerp. Because I reviewed Mr. Osgood’s letter the day I 
was to appear here. 

Senator Hunt. Do you know Mr. Osgood ? 

Colonel Reep. I know Mr. Osgood but I did not know he was to 
make this report. 

Senator Jounson. Who requested.the appearance of Mr. Rubin? 

Colonel Reep. I think it was your Mr. ree when he was in 
New York City last week; I believe he made arrangements up there 
to have these individuals from New York C ity to be present in the 
event they wished to question them. 

Senator Jounson. The committee informs you that we expect to go 
into the March 25 report of Mr. Osgood. We expect to go into “it 
thoroughly and we expect to have Mr. Osgood available. 

Colonel Reep. Mr. Osgood may be available any time you want 
him. 

Senator Hunr. Do you know anything about Mr. Osgood’s back- 
ground? | 

Colonel Reep. Mr. Osgood is a mature individual with a great deal 
of experience behind him. 

Senator Hunt. How long has he been with you ? 

Colonel Rep. He has only been with us a matter of months. 

Senator Hunt. Did you get him particularly for this job? 

Colonel Rep. We do not get anyone in particular for any job. We 
try to hire qualified indiv iduals for any job. 

Senator Hunt. Where did you get him ¢ 

Colonel Reep. You will have to ask Mr, Rubin. He does the—you 
see, we do not do hiring in headquarters, the hiring is done in the 
field. 

Senator Hunt. Your auditing in New York is just simply collect- 
ing and examining the data you receive from other sources, it is in 
the nature of a post audit, not preaudit. 

Colonel Rerep. No, sir. 

Senator Hunt. Well, how could it be otherwise—you get the re- 
ports from Blue Jay and other projects. 

Colonel Reep. The contractor makes purchases in the United States 
for that site and—well, first they make out a purchase order and they 
send it to the contractor. The contractor then delivers those items 
to a particular place. Then we receive a copy of the invoice and then 
we expect to receive a copy of a receiving report from somewhere 
along the line, where the materials are delivered. 

We put these documents together and check them, and Mr. Osgood 
at New York then passes these vouchers for reimbursement to the 
contractors. 

Senator Hunr. Does your paper work always keep up with the 
physical movement of the material ? 

Colonel Rrep. The fiscal movement ? 

Senator Hunt. Physical movement. 

Colonel Rrerp. Oh, the physical movement ; no, sir. 

Senator Hun. It is very possible this letter of March 19, as time 
goes on many of these things will be cleared up when you get your 
paper work cleaned up; is that right? 

Colonel Reep. No, sir. 
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Senator Hunt. Anyway, taking the March 19 and 25 reports—who 
knows the most about this auditing process, is it Mr. Osgood ? 

Colonel Reep. I would not say that anyone has all the information. 

Senator Hunt. But he is right there— 

Colonel Reep. He is the man at that particular spot; yes, sir 

Senator Hunt. In other words, he is the man that had more to do 
with this audit than any other man; is that right? 

Colonel Rrep. No, sir. He has had more to do with the reimburs- 
ing of the contractor when materials were purchased. 

Senator Hunt. Why, since we have this letter from him, did you 
not have Mr. Osgood come down ? 

Colonel Rrep. Because I was not asked to have him. 

Senator Hunr. Well, that is no excuse; that is no reason. If he is 
the keyman, why did you not have him here? 

Colonel Rrep. Well, I just said a moment ago, sir, that I received 
Mr. Osgood’s report the day I came to testify. 

Senator Hunr. But you knew he was there and you knew he was the 
keyman. You did not need to have that kind of a report to have him 
here to testify. 

Colonel Rerep. I will call any witness that the committee would 
like to hear. I do not want to tell the committee what witnesses you 
may want—I have no choice in that matter. 

Senator Jounson. The Chair will say we are going to hear Mr. 
Osgood in considerable detail, first because Mr. Osgood has made the 
report of March 25, which, in the opinion of the Chair, conflicts with 
the report of his superior of March 19; second, because the testimony 
has been that there was an unusual distribution of that report. The 
committee wants to go into it very fully to find out for what purpose 
the report was prepared and whether it had been received by his 
superior or is just being circulated in an attempt to answer the 
March 19 report. The C hair is not passing judgment upon whether 
Mr. Osgood is correct or whether Mr, Rubin is correct. But we 
would like to have your opinion upon either report or both of them. 

Colonel Rrep. I have given it, sir. 

Senator Jounson. Whatisit? Will you please repeat it ? 

Colonel Rrep. I said that Mr. Osgood’s report appears to be an 
answer to the March 19 letter by Mr. Rubin and it would appear to 
me that Mr. Osgood’s reaction was that Rubin was taking him to task 
for not doing a good job, and Mr. Osgood wrote back and tried to 
state that in his opinion he was doing a good job. 

Senator Hunt. Where did Mr. Rubin get his information to write 
the letter of March 19? 

Colonel Reep. That came from a number of sources, sir. 

Senator Hunr. And why is it that Osgood felt it was particularly 
aimed to him? 

Colonel Reep. You say “why” 

Senator Hun. Yes. 

Colonel Rrep. I would rather you ask Mr. Osgood that question, 
sir. I do not know. 

Senator Hunt. Well, you made the statement that you thought 
that was the situation 

Colonel Rerp. I told what I believe prompted Mr. Osgood to write 
the letter. What Mr. Osgood feels, I would certainly not attempt 
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to pass on, because I do not know. I have not talked to Mr. Osgood 
persanally. I do not want to talk to Mr. Osgood. I will not influence 
uls testimony in any way. 

Senator Hunt. As I understand it, the Army has the job of audit- 
BS job for the Air Force, is that right? 

Xolonel Rexp. No, sir. 

Senator Hunt. Well, will you tell me what the situation is? 

Colonel Reep. We audit within the Army. We also audit for the 
Air Force, but that is something that is not germane here. We audit 
all of the auditable contracts let by any technical service, including 
the Corps of Engineers, and as far as we are concerned we make no 
distinction between whether the contract is Air Force or Signal Corps. 

Senator Hunt. Has the Air Force been more or less disturbed about 
the way you have handled the auditing on this job and have they 
made their position known to you that they do not like the way you 
have been auditing this job? 

Colonel Rerp. No, sir, they have not. 

Senator Hunt. Did they write to you to that effect? 

Colonel Rerp. They have not. 

Senator Hunt. Or to any of your subordinates ? 

Colonel Reep. Not to my knowledge. I have never received any 
complaint of any kind from the Air Force to me about the way the 
auditing has gone. 

Senator Jounson. In fact, the Assistant Secretary made a state- 
ment Saturday in which he in effect said he was very satisfied with 
the operations—not only with the job site operation, but with the 
entire operation; is that not your datbitetkindtont 

Colonel Reep. I read Mr. Huggins’ press release. As a matter of 
fact, I have a copy. 

Senator Jonnson. Do you agree with it? 

Colonel Rerp. I do not know, sir. I have not a construction report. 
I do not know construction and I have not seen it—— 

Senator Jounson. Will you give me a copy of that statement ? 

Colonel Reep. You mean Mr. Huggins’ press release? 

Senator Jonnson. The mimeographed statement he issued to the 
press. 

Colonel Rerp. I have a copy of that. 

Senator Jounson. Let me have it. 

Colonel Rrep. Pardon me just a moment, I will find it for you in 
just a moment. 

Now, in answer to your question, sir, on how Mr. Rubin got this 
report—for instance, we have a Mr. Joseph Dym, who made a survey 
of the property procedures on the site last October and November; 
that was a part of the report. 

We had another man that went to Norfolk, Va., and who made 
a survey and it is part of that report. 

So, we have a number of survey reports and they go to make Mr. 
Rubin’s letter. 

Senator Jonnson. Colonel Reed, if the committee will pardon me, 
I think in fairness to all parties concerned we should read into the 
record at this point the Air Force press release of March 29. 

The Chair is sorry that the Air Force did not follow the Army 
procedure in asking the committee to permit any person to testify 
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under oath that wanted to instead of using a mimeographed re- 
lease—but the Air Force has a peculiar way of doing things some- 
times. I will read the full statement so it might be considered by 
all Senators who read this record. 


I understood from some of the press that in the release of this 
statement they called a little press conference. Their statement is: 


The Air Force today denied a statement made by Col. Harry EB, Reed of the 
Army Audit Ageney before the Senate Preparedness Committee that an air 
base being constructed by the Army engineers for the Air Force in Greenland 
would cost a billion dollars. 

Assistant Secretary of the Air Force, E. V. Huggins stated, “It is not the 
function of the Air Force to investigate and check procedures of the Corps of 
Engineers and its contractors. However, the best information available to 
the Air Force based upon continuing close contact with the Corps of Engineers, 
the construction agency for the Air Force, is that the base as originally planned 
will cost well under $200,000,000. Even with a presently planned expansion 
program for the base to provide for the 126-wing Air Force, the over-all cost 
of the Greenland construction project will be under $250,000,000.” 

Mr. Huggins further stated, “All reports which the Air Force has received 
from its own personnel indicate that the construction has been of excellent 
quality and well carried out. The Air Force expenditure of funds must be 
authorized by Congress and the Air Force has no present plan calling for funds 
in any such amount as those referred to by Colonel Reed.” 

“The Air Force,” Mr. Huggins added, “considers this base and this area of 
great strategic importance and contemplates asking Congress kor authorization 
for further construction in the far north area.’ 


Now, if Assistant Secretary Huggins desires or any other officials 
of either the Army or the Air Force or others desire to appear before 
this committee and to give any testimony they think will be helpful, 
why, if they send in a request, after the contractors have done so and 
others have done so, we will be glad to have them testify. 

Now, Colonel Reed, we were supposed to have finished at 10:30, 
when we were to hear another subject. But I would like to get your 
statement in the record. So if you proceed with it, we will try not 
to interrupt you before you are through and then it may be that 
members will want to ask you some further questions. 

Colonel Rrep. I believe I stopped in the second or third para- 
graph, about the center of the page. [Reading: | 


After all, what the figure will be is up to the responsible planners and congres- 
sional approval. For such an out of the way place, however, we must project 
our planning, but we implement only that part which is finally approved and 
comes within the scope of our audit responsibility. 

In using the phrase that the cost “may ultimately approach 10 figures,” Mr. 
Rubin relied on informal data and discussion indicating the possibility that the 
Blue Jay project and other projects from which Blue Jay might be a base, 
could be expected to exceed $500,00,000 if they were expanded over and above 
original plans. Assistant Secretary of the Air Force Huggins has now an- 
nounced that even with presently planned expansion program, the over-all cost 
of the Greenland project will be under $250,000,000. I have no disagreement. 
Since Mr. Huggins has the responsibility for what the figures will be, I accept 
his conclusion as correct. 

There is another point in my testimony to which I wish to refer, namely, in 
answer to Senator Johnson’s question whether I had ever known of a job that 
was not urgent. I replied that “possibly no job I have ever had was not urgent.” 
This may create the impression that I do not recognize the importance of Blue 
Jay as compared with other jobs. I have no hesitation in saying that at the 
time it was undertaken, Blue Jay was regarded throughout the Army and Air 
Force as of the highest priority. 


Senator Jonnson. Now, Colonel Reed, do you have anything else 
to say? 
Colonel Reep. No, sir. 
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Senator JouNnson. I gathered that your prepared statement is to 
clarify the headline but that you do not repudiate any of the testimony 
you gave. 

Colonel Rep. That is correct. 

Senator Jounson. And you believe that the charges of improprieties 
and wastefulness and so on referred to in the March 19 report are true? 

Colonel Rrep. I believe so, yes, sir. 

Senator Jonnson. And you stand upon that report and upon the 
testimony that you gave the other day before this committee? 

Colonel Reep. I do, sir. 

Senator Jounson. Any questions, Senator Bridges? 

Senator Bripers. How can you—Mr. Chairman, addressing a ques- 
tion to the colonel—how can you say in your statement that Mr. Hug- 
gins is correct that there will be under $250,000,000 spent and you say 
in effect it may run to $1,000,000,000. How can both statements be 
correct / 

_Co!onel Rerp. I still have not said it will run to $1,000,000,000. 

Senator Brintes. Well, you said approximately—— 

Colonel Rerp: I said “10 figures” there. 

Senator Brincrs. Well, that is 10 figures—— 

Colonel Rerp. I indicated it may run something close to 10 figures— 
may I have Mr. Huggins’ testimony ¢ 

Senator Bripers. I still do not see how you can agree with Mr. 
Huggins’ figure of $250,000,000—— 

Colonel Rerp. May I ask to look at Mr. Huggins’ statement, please, 
sir? 

If you note in there, you will find that it says “present plan.” Then 
if you read it very carefully, that last statement is that they have 
probably future plans—and we are planning or I am planning or 
attempting to plan up to and including December 31, 1953, for my 
personnel. 

Mr. Rice. Perhaps one might get at it this way, by dealing with the 
total over-all cost, Senator Bridges. 

Colonel Reed, in getting at the cost of this thing, ultimately the Air 
Force appropriation pays for it? 

Colonel Reep. That is right. 

Mr. Rice. And the construction is by the Corps of Engineers. 

Colonel Rrep. That is correct. 

Mr. Rice. And the accounting phase is done by the Army Audit? 

Colonel Rerepv. The auditing, not accounting. 

Mr. Rice. Well, now, you notice Mr. Huggins says: 

However, the best information available to the Air Force based upon eon- 
tinuing close contact with the Corps of Engineers, the construction agency for 
the Air Force, is that the base as originally planned will cost well under 
$200,000,000, 

Obviously, the Air Force is looking to the Corps of Engineers for 
the figure and does not- know the exact figure; is that correct ? 

Colonel Rrep. T cannot answer. 

Mr. Rice. From what you understand, is that about right? 

Colonel Reep. Well, when they go into that type of contract in that 
area, they are not absolutely certain as to the total cost of it in the end. 

Mr. Rice. Well, now, getting into the actual costs, these figures we 
are talking about, the $200,000,000 or $250,000,000, that figure i includes 
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the construction cost, does it not—that is, the air strip and some of the 
buildings ? 

Colonel Reep. Yes, sir; I take it that it does. 

Mr. Rice. Does it include the cost, for instance, of a naval convoy 
that was some 42 days at sea—I understand a great number of ships 
are needed to get the materials and men up there—does it include that 
cost ? 

Colonel Reep. I understand it does not. 

Mr. Rice. Does not. So, that would be a very substantial figure that 
would be chargeable to the job if you were looking at it in the over-all, 
would it not? 

Colonel Reep. I would say that is a correct assumption, as far as 
that is concerned. 

Mr. Rice. Now, how about the MATS transportation of several 
thousand workers from all points of the United States up to the job 
in Greenland, is that cost chargeable to the job ¢ 

Colonel Reep. Well, I would say that is not money given to the 
engineers for carrying out of their part, and in our auditing we audit 
what the engineers do. 

Mr. Rice. So this several hundred million dollar figure would not 
be included; and that would be a substantial sum. 

Colonel Rerep. No, sir: we do not audit the cost of the MATS or the 
naval convoy. We audit money given to the Corps of Engineers— 
and I understand that money is not given to the Corps of Engineers 
to handle. 

Mr. Rice. Now, there are also some additional things, there are 
items of technical equipment, and so on, that goes up there, and also 
there is the GCA, the ground control approach and also there is the 
Globecom, and all of that ultimately goes in there. Is that included 
in the cost, in this figure of $200,000,000 ? 

Colonel Reep. That I cannot say. 

Mr. Rice. Well, it is possible that it is not ? 

Colonel Reep. It sounds to me like it is Air Force property that they 
are taking up there for their own use, and that would not be included. 

Mr. Rice. Would it be a contractors’ cost you would audit ? 

Colonel Reep. That would not be a contractors’ cost that we would 
audit. 

Mr. Rice. And that would be a substantial additional sum, would 
you say? 

Colonel Rrexp. I would say so—I am just hazarding a guess. 

Mr. Rice. And also the permanent equipment that goes up there, 
such as the planes that are assigned there and all of the operational 
features, none of that is included in this figure ? 

Colonel Reep. I understand that it would not be. That is not money 
given to the engineers, the money for the airplanes. 

Mr. Rice. So if you take this shipping, this convoy and the MATS 
and the Globecom and the GCA’s and the airplanes and the other 
things, that figure could very well go well over $200,000,000? 

Colonel Rreep. I would not even hazard a guess because I do not 
know. 

Senator Jounson. Well, now, Colonel Reed, whether it is $200,000,- 
000 or $500,000,000 or $750,000,000 or $1,000,000,000, this committee 
does not want to be diverted from the point of this inquiry. As I 
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understand it, you just objected to a headline and wanted to clarify 
the headline—that is your purpose; is it not? 

Colonel Reep. That is right. 

Senator Jonnson. The improper practices, the irregularities, and 
the waste shown in the March 19 report—that is what this committee 
is interested in and we are not going to be deterred from exploring it. 

The March 19 report may be incorrect, because the Government can 
make errors just like anyone else does. “But what this committee wants 
to do is to study thoroughly the irregularities and the improprieties 
referred to in the March 19 report. Whether it is $1,000,000 or $100, 
we want to find out what those irregularities were and what those 
improprieties were. 

We want them corrected and we want them cleaned up. 

Now, I am not passing judgment on accuracy, but we have reached 
a poor state in this country if this committee can hear sworn testi- 
mony from the chief of the Audit Agency of the United States Army 
and cannot believe that testimony. I think that it would be very well 
for you and Mr. Rubin and Mr. Osgood and any other Army officer, 
with or without the help of your lawyers, to review this March 19 
report to determine if there is any inaccuracy in it. If there was any 
sworn testimony you have given the committee that you do not want 
to stand upon, or if you wanted to repudiate some of your testimony 
or to clarify it, that is the purpose of this hearing this morning. 

Colonel Reep. No, sir, I did not. 

Senator Jonson. You did not. I understand now that what you 
wanted to do and all you wanted to do was to clarify the headline. 

Colonel Rrep. That is right, sir. 

Senator Jonnson. But the charges of irregularities, the charges of 
inefficiencies, the charges of waste, and the charges of letting contracts 
and purchasing material improperly, contained in the March 19 report, 
you still stand upon? 

Colonel Reep. Yes, sir, I do, and I do not want to change any por- 
tion of that, sir. 

Senator Jounson. Any questions? 

Senator Hunr. No questions, but I just want to reemphasize and 
reiterate what you have just said, to the effect, namely, that we want 
this letter of March 19 proved or disproved by competent people on 
the job who know what they are talking about and not by somebody 
at fourth-hand. 

Senator Jonnson. Well, I do not know if the auditing agency has to 
be in Greenland, or New York, in order to know whether a contract 
has taken an improper turn. But I certainly agree with the first 
part of your statement. Ido know that it is necessary for the auditors 
to be physically present when the crime 1s committed in order to de- 
termine whether the crime has been committed. 

But, I think that Senator Hunt’s suggestion is a good one. The 
Army Audit Agency should be prepared to present to this committee 
the documentary proof of the exceptions that have been taken and 
the detailed evidence that would justify the general conclusions reached 
in the March 19 report. 

I will ask the counsel to communicate with you, Colonel Reed. We 
are going to hear this thing through and we are going to expect you 
to explain the statements that are made in this March 19 report, such 
as this one on material procurement procedures: 
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Noting the prevalence of certain improprieties which marked the contractor's 
procurement practices, the resident auditor was compelled to institute suspension 
action of the most flagrant cases which approximated $1,000,000 and represented 
apparent loss to the Government. 

We want such statements proved or disproved. 

Now, I do not care whether it is a $1,000,000 or a $1,000,000,000 proj- 
ect. A $1,000,000 loss is interesting to this committee and we want 
to find out if that statement is true—and if it is not true, we had better 
get another Army Audit Agency, because we want to rely on what you 
people say. 

If it is not proved then the reputation of these people that are doing 
the work has been done a great injustice. The committee wants to 
clear it up and they will be given a full opportunity to testify on these 
points. i the meantime, we have a hearing scheduled for 10:30 and 
we are 15 minutes late for it already. 

If there are any observations that any members would like to make, 
we would be glad to have them. Otherwise, I will ask counsel to 

take this March 19 and this March 25 report and sit down with Colonel 

Reed to go over it line by line and to ask the Agency to be prepared 
to present the documentary proof which they re fer to in their official 
report. 

Any questions, Senator Saltonstall ? 

Senator SaLronsTauu. No questions. 

Senator Jounson. Senator Bridges ? 

Senator Brivers. No questions. 

Senator Jounson. Senator Hunt. 

Senator Hunt. No questions. 

Senator JoHnson. Do you have anything further to say, Colonel 
Reed ? 

Colonel Reep. I would reply to Senator Hunt about my witnesses. 
I did not select the witnesses. Your staff comes to me for the witnesses 
and I do not select them. 

Senator Hunr. I did not mean selecting witnesses for the com- 
mittee, but you are supposed to bring in men with information con- 
cerning a subject so that we can ask questions if we want to ask 
questions, 

Senator Jounson. On that point, may the Chair say this. 

The counsel had reviewed the March 19 report and the chairman 
reviewed it prior to the time of our hearing. As far as the chairman 
remembers, although I am not sure about this, I had never seen the 
March 25 report. 

Colonel Reep. Nor had I, sir. 

Senator Jounson. During the conduct of that hearing somebody 
presented the March 25 report, purportedly written by a subordi- 
nate, and circulated it to persons that ordinarily would not receive 
an internal report. The question was raised by some of the staff 
that the peculiar distribution of the March 25 letter might just have 
been due to an attempt to confuse the issue and to confuse the com- 
mittee over the conflict of views between one man and his superiors. 

But I felt, in the interest of fairness, that if the Army Audit or 
anyone in that office, whether an auditor or subordinate or anybody 
else wanted to take issue with the March 19 report, that we ought to 
put it on the table. I asked counsel if they were prepared to ‘put it 
in the record, and they said they had not had a chance to review it. 
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Counsel thinks that that report was brought to me by one of the 
Department counsellors. 

Mr. Cary. Yes, sir. 

Senator Jounson. Will you state your name, identify yourself ? 

Mr. Cary. William L. Cary, deputy department counsellor for pro- 
curement. 

Senator Jonson. Will you describe very briefly how this report 
came into my hands? 

Mr. Cary. Yes, sir. Senator Johnson, as I recall it—I am not sure 
how I first received it—was it you, Colonel Reed? I believe you gave 
me a copy. 

Colonel Rerp. That is correct. 

Mr. Cary. And copies were made of it on that morning under those 
circumstances and because we, like you, did not have the opportunity 
to evaluate it, we felt that both sides of the situation should be 
presented. 

With that in mind, I had copies made and I handed one to Mr. Rice, 
I think at the beginning of the hearing, and asked it be made a part 
of the record. 

Senator Jounson. Did you ever hand it to me during the hearings? 

Mr. Cary. Not to you—I believe somebody else did present it, but 
T am not sure. 

Senator Jounson. I want to caution the services now against that 
type of practice and that type of conduct. There is nothing world 
shaking in this March 25 report. We have our staff go into these 
things thoroughly and carefully and we want to avoid i injuring any 
innocent people. 

This committee feels that it has as much obligation to protect the 
innocent as it has to punish the guilty—and we are not determining 
that anyone is guilty at this stage of the game. But unless you bring 
these things to our attention through the established proc ‘edures of 
this committee, you are going to get ‘involved in situations which will 
place you in as a bad a light as another service which sometimes 
provokes unfavorable reactions with its press releases. 

To straighten out this whole situation, I would suggest that the 
counsel ask the Secret tary of the Army this afternoon for each and 
every report, memor andum, and record of conversation that have been 
held on the Blue Jay project and the North African project. I would 
like to be sure that once and for all we have every report or every 
memorandum or every recorded conversation of the appropriate ofli- 
cials concerning these two projects, and I want the staff to review 
them. 

Now, I do not apologize for putting the March 25 report in the 
record. I felt that it contradicted the March 19 report and in the 
interest of fairness I wanted both viewpoints to be presented. 

However, I do not think that that is any way to run a railroad. I 
do not think that lawyers should insert answers to testimony while 
that testimony is being taken. As far as this committee is concerned, 
it is not going to receive any more reports that have been prepared 
and are sought to be presented except through the usual channels. 

Colonel Reep. May I comment upon that, please, sir? 

Senator Jonson. I will ask one or two questions. Where did you 
get the auditor’s report ? 

Mr. Cary. I got it from Colonel Reed. 
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Senator Jounson. Where did you get it, Colonel? 

Colonel Reep, I got it in the mail from the Army regional auditor. 

Senator Jounson. Who sent it to you? 

Colonel Reep. Our New York regional office. I do not know the 
exact person. I presume it was Mr. Rubin that sent it forward to me. 

Senator Jounson. Did you tell Mr. Cary that you had this report? 

Colonel Reep. Yes, sir. May I comment on that? 

You told me some time ago if and when I received any reports on 
the Blue Jay project, to hand them in. 

Had Mr. Cary not given that report, I would have given it to you; 
I was prepared to, because I had two reports that may seem diametri- 
cally opposed—I did not feel like giving you one and suppressing the 
other, whether it was good or bad. 

Senator Jounson. We have no criticism as to the way you have 
conducted yourself before the committee. For that matter, I do not 
want to get personal with anyone. I think by and large the Army 
attempts in every way possible to cooperate with this committee. 

But I want to point out that the report was not received until we 
were hearing testimony. It was only in the interest of fairness the 
chairman insisted on it going into the record. Now, it is in the record 
and we are going to explore it very fully. 

The only reason I have made this lengthy statement was that Sena- 
tor Hunt wondered why we have not had Mr. Osgood in to testify. 
Well, the chairman could not very well subpena somebody that he had 
never dreamed existed. 

But, the minute that report was received, I did two things. One, I 
put that report in the record where all eyes could see it. No. 2, I 
stated Mr. Osgood would be called, and we will hear from Mr. Osgood 
and get any information he can give us. 

in the meantime, we will reserve judgment. 

But, we cannot have the Army scheduling witnesses for this com- 
mittee 

Colonel Reep. I did not intend to. 

Senator Jonnson. Or the Air Force or anyone else. We are going 
to schedule them, and that includes Mr. Osgood. If anyone else wants 
to be heard, just notify the counsel anytime—or the Army auditor 
“an say who he wants to appear and what he will testify to, and we 
will be glad to arrange it. 

The committee wants to be thorough and fair and impartial regard- 
ing any disclosures or any recommendations that it has made. This 
committee leaves politics outside the door when it goes into session 
and it comes to its job without any preconceived ideas or notions. We 
reserve judgment and we want to be extremely fair to every person, 
whether he is a member of the Government or whether he is a private 
contractor or whoever he may be. We want to treat all people alike as 
under similar conditions we would like to be treated. 

We want the full and true facts and that is what we expect to get. 

Thank you, Colonel Reed. 

The committee will now go into executive session to hear representa- 
tives of the Air Force. 


(Whereupon, at 10:50 a. m., the subcommittee went into executive 
session. ) 
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